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PREFACE. 


MR.  LANGE  does  good  service  in  calling  attention 
to  the  rating  reforms  which  the  cause  of  good  govern- 
ment in  London  urgently  demands.  He  justly  draws 
the  important  distinction  between  a  rich  city  and  a 
city  in  which  there  are  many  rich  citizens.  Nothing 
has  done  greater  injury  to  the  cause  of  good  and 
efficient  government  than  the  confusion  of  these 
two  definitions,  whether  in  relation  to  the  financial 
administration  of  the  State  in  general  or  of  London 
in  particular.  Mr.  Booth  and  Mr.  Rowntree  have 
shown  that  poverty  is  so  prevalent,  that  the  percent- 
age of  the  population  unable  to  adequately  house, 
feed  and  clothe  themselves  and  their  families  is  so 
great,  that  the  United  Kingdom  may  not  inaccurately 
be  described  as  a  poor  country.  The  governing 
classes  themselves  in  affluence,  and  misled  by  the 
assertions  so  often  made  in  Parliament  and  in  the 
press  as  to  the  wealth  of  the  country,  regard  lightly 
the  burthen  of  taxes  and  rates.  Increase  of  taxation 
affects  little  their  affluence.  They  would  not  consume 
a  loaf,  a  pound  of  tea  or  a  pound  of  sugar  the  less, 
if  a  protective  duty  were  placed  upon  corn,  or  if  the 
taxes  on  articles  of  consumption  were  raised.  They 
are  unable,  or  they  refuse  to  realise  the  effect  of 
increased  food  taxation  on  the  scanty  budgets  of  the 
poor ;  how  an  addition  of  £2,  £3,  or  £4  to  the  bare 
cost  of  living  cripples  men  who  have  to  support  their 
families  on  incomes  of  £50,  £60,  or  £jo  a  year.  This 
indifference  is  shown  in  the  highest  quarters.  Con- 
servative Chancellors  of  the  Exchequer,  parties  to  an 
enormous  and  wasteful  public  expenditure,  argue  that 
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it  must  be  met  by  "widening  the  basis  of  taxation," 
a  mischievous  euphemism  invented  to  veil  the  true 
meaning  of  the  proposal  —viz.,  that  the  taxes  on  the 
food  of  the  people  must  be  increased.  They  plead  at 
the  same  time  that  the  income  tax  ought  to  be  reduced. 
Is  not  this  purely  and  simply  a  policy  of  relieving  the 
more  or  less  affluent  classes,  affluent,  at  least,  as 
compared  with  the  working  and  poorer  classes,  at  the 
cost  of  those  poorer  classes  ?  The  working  classes 
themselves  do  not  pay  directly,  or  only  to  a  very 
small  extent  directly,  taxes  and  rates.  When  taxation 
or  rates  are  increased,  and  a  rise  in  the  price  of  food 
or  in  rents  follows,  they  only  know  that  the  cost  of 
living  and  rent  has  risen.  The  manner  in  which 
indirect  taxation  by  Customs  or  Excise  duties,  and  in 
which  rates  are  collected,  makes  it  impossible  for 
them  to  understand  that  the  rise  in  the  cost  of  living 
is  due  to  State  or  local  extravagance.  On  the  other 
hand,  they  are  under  the  mistaken  idea  that  large 
public  expenditure  means  more  employment,  and  it  is 
concealed  from  them  that  they  are  paying  out  of  their 
own  scanty  purses  for  this  extra  employment.  The 
short-sighted  policy,  therefore,  of  the  governing  classes 
and  the  ignorance  of  the  working  classes  combine  to 
prevent  a  wise  economy  in  financial  administration 
and  an  equitable  adjustment  of  taxation,  whether 
State  or  local. 

All  honour,  then,  to  those  who,  like  Mr.  Lange, 
devote  time  and  ability  to  explaining  the  anomalies 
of  our  local  taxation,  the  chaos  in  the  relations  between 
the  State  and  local  authorities,  and  the  urgent  need 
of  reform  in  these  relations.  The  shortcomings  of 
the  late  Government  appear  in  every  branch  of 
administration.  For  twenty  years,  with  a  short 
interval  of  three  years,  they  have  enjoyed  power  and 
been  supported  by  unprecedented  majorities  in  the 
House  of  Commons  and  by  a  House  of  Lords  which 
met  simply  to  register  their  decrees.  In  the  mean- 
time the  population  of  our  great  cities  was  yearly 
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growing,  and  social  questions  affecting  the  great 
mass  of  our  people  assumed  year  by  year  greater 
gravity  and  demanded  closer  attention.  But  year 
after  year  no  solution  of  these  problems  was  attempted. 
Undue  importance  was  given  to  questions  arising  in 
any  part  of  the  globe  except  home.  Those  only  which 
concerned  the  welfare  and  comfort  of  the  forty-two 
millions  of  inhabitants  of  these  islands  were  neglected. 
On  no  point  was  their  neglect  of  home  more  repre- 
hensible than  on  that  of  local  taxation.  The  latter 
third  of  the  nineteenth  century  was  marked  by  a  great 
increase  of  affluence  among  the  higher  classes  and 
by  improvement  in  the  condition  of  the  lower  classes, 
though  in  the  latter  instance  the  improvement  was 
very  insufficient.  Still,  the  nation  as  a  whole  was  in 
easier  circumstances.  The  necessity  for  public  thrift 
diminished  and  the  desire  for  economical  government 
relaxed.  A  tendency  to  extravagance,  both  public  and 
private,  became  more  marked  towards  the  close  of  the 
century,  and  as  an  inevitable  consequence  the  expen- 
diture of  the  State  and  of  local  bodies  increased.  As 
the  rates  grew,  local  bodies  demanded  larger  subsidies 
from  the  Exchequer,  and  their  power  in  Parliament 
compelled  attention.  Lord  Salisbury's  Government 
tried  to  solve  the  difficulty  by  granting  to  the  local 
authorities  certain  taxes,  or  imaginary  percentages  of 
taxes  in  substitution  for  direct  grants  from  the 
Exchequer  for  specified  local  services.  There  was  a 
certain  amount  of  reason  for  the  change,  but  the 
principles  which  were  to  determine  the  distribution 
of  the  appropriated  revenues  were  imperfectly  thought 
out,  and  being  based  in  a  great  measure  on  existing 
conditions,  made  no  provision  for  changes  in  the 
relative  importance  of  localities  which  it  might  have 
been  foreseen  were  inevitable.  The  taxes  thus  allo- 
cated to  local  authorities  at  first  exceeded  the  amounts 
previously  granted  out  of  the  Exchequer,  and  this 
gain  no  doubt  predisposed  the  local  authorities  in 
favour  of  the  change.  But  it  was  so  far  NOT  an 
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inducement  to  economy,  and  the  growing  demands  of 
ordinary  municipal  administration,  the  ever-increasing 
cost  of  education  and  sanitation,  and  perhaps  in  some 
degree  the  desire  of  municipalities  to  extend  the  sphere 
of  administration,  led  before  long  to  such  an  excess 
of  expenditure  as  absorbed,  and  much  more  than 
absorbed,  the  temporary  gain  which  attended  the 
change  at  its  outset.  Discontent  was  the  inevitable 
consequence.  The  failure  of  the  new  system  attracted 
attention  to  the  many  complications  and  anomalies  of 
local  taxation  law,  and  complaint  became  so  general 
that  at  last  even  the  Government  of  Lord  Salisbury 
and  Mr.  Chamberlain,  so  lethargic  in  home  adminis- 
tration, was  obliged  to  take  action.  In  1896  a  Royal 
Commission  was  appointed  under  Lord  Balfour  of 
Burleigh  to  report  generally  on  Local  Taxation. 
The  Commission  devoted  five  years  to  patient  and 
close  inquiries  into  the  question  submitted  to  them, 
and  in  1901  they  issued  majority  and  minority  reports 
which  covered,  it  may  fairly  be  said,  the  whole  field  ol 
inquiry.  Information  was  now  complete,  and  it  only 
remained  for  the  Statesmen  of  "  the  most  powerful 
Government  of  modern  days"  to  devise  a  sound 
scheme  of  local  taxation  and  use  their  overwhelming 
majority  to  pass  it  into  law.  The  prospect,  it  is  true, 
was  not  encouraging.  More  money  was  needed, 
probably  a  considerable  sum,  but  it  was  needed  to 
meet  the  wants  of  the  forty-two  millions  who  live  at 
home,  a  matter  of  less  moment  with  the  Govern- 
ment than  special  interests  and  the  more  showy 
policy  of  aggrandisement  abroad.  Thus,  to  the 
disgrace,  it  must  be  said,  of  the  Conservative 
ministry,  this  question  of  such  vital  importance 
to  good  government  has  been  shelved  for  five  years, 
and  if  the  Tories  were  restored  to  office  it  would 
probably  remain  on  the  shelf  for  another  five  years  or 
more,  for  there  is  no  indication  of  their  having  studied 
or  of  their  understanding  the  complicated  problem 
involved.  They  have  certainly  shown  no  desire  to 
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understand  it.  On  the  contrary,  they  have  added  to 
the  difficulties  of  the  problem  by  doles  to  privileged 
classes  of  their  supporters,  which  have  only  served  to 
increase  the  anomalies  already  so  just  a  cause  of  com- 
plaint. All  our  great  industrial  centres  have  suffered 
by  this  apathy  of  the  Government  in  domestic  policy 
not  less  than  by  its  action  in  sectarian  legislation 
and  "  privilege  "  doles,  but  no  city  has  suffered  so 
much  as  the  greatest  and  most  important  of  all — the 
metropolis. 

The  new  Government  ought  at  the  earliest  moment 
to  take  up  the  question  of  local  taxation.  It  ought 
to  set  clearly  before  the  country  a  scheme  which  will 
equitably  and  intelligibly  divide  the  cost  of  local 
government  between  the  Imperial  Exchequer  and  the 
local  ratepayer,  with  due  safeguards  for  ensuring,  as 
far  as  possible,  reasonably  economical  administration 
by  the  local  authorities  ;  because  it  is  without  doubt 
an  inducement  to  extravagance  if  local  authorities  are 
encouraged  to  believe  that  the  more  they  spend  the 
greater  will  be  their  claims  on  the  Imperial  Exchequer. 
The  country  should  further  be  informed  of  the  additional 
cost  to  the  Imperial  Exchequer  which  the  scheme 
involves.  Parliament  will  then  be  in  a  position  to 
decide  whether  the  benefits  promised  are  such  as  to 
justify  the  burthen,  and  the  country  can  then  decide 
whether,  if  the  charge  on  the  Imperial  Exchequer 
should  be  considerable,  it  must  be  met  by  increase  of 
income  tax  and  of  duties  on  articles  of  consumption, 
or  by  legitimate  reduction  of  the  enormous  expenditure 
on  armaments  into  which  the  Tory  Government  has 
plunged  the  country. 

But  in  order  that  the  country  may  arrive  at  a  wise 
decision,  it  is  above  all  things  necessary  that  it  should 
receive  instruction  from  those  who  have  studied  the 
subject  of  local  taxation,  its  incidence,  and  the 
anomalies  of  the  existing  system.  For  this  purpose 
London  affords  the  greatest  and  most  important 
object  lesson,  and  Mr.  Lange's  able  pamphlet  offers 
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a  valuable  contribution  to  the  end  which  true  reformers 
desire — the  instruction  of  the  people  in  the  machinery 
and  cost  of  their  own  local  government,  in  order  that, 
as  the  ultimate  authority  under  the  constitution,  they 
may  be  qualified  to  decide  well  and  wisely  on  the 
reforms  to  be  adopted. 

WELBY. 
March,  1906. 
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CHAPTER   I. 

THE  EXCHEQUER  GRANT. 

SECT.  i.  London  is  said  to  be  a  very  rich  city,  and  it  is 
quite  true  that  it  is  the  place  of  residence  or  of  business  of  a 
great  number  of  wealthy  merchants,  manufacturers,  trades- 
men, professional  men  and  men  of  no  occupation.  But  the 
number  of  these  is  much  exceeded  by  those  of  moderate  or 
narrow  means,  and  on  these  latter  the  burden  of  the  rates 
seems  to  press  with  a  heavy  and  unjustifiable  weight.  Now 
it  is  probable  that  to  a  large  extent  what  these  suffer  from  is 
the  burden  of  rent,  and  not  of  rates.  On  whom  the  burden 
of  the  rates  really  falls  is  one  of  the  most  debateable  questions 
in  political  economy.  But  it  can  safely  be  said  that,  to 
some  extent  at  least,  all  classes  are  affected  thereby,  in 
the  capacity  of  ground  landlords,  leaseholders,  occupiers, 
lodgers,  and  even  of  employers  of  labour  which  has  to  pay 
dearly  for  its  housing  accommodation,  and  of  buyers  of 
goods  at  fashionable  and  highly-rated  shops.  It  is  therefore 
of  general  importance  that  the  system  of  raising  and 
spending  the  rates  should,  as  far  as  possible,  be  put  on 
a  just  basis. 

The  chief  heads  under  which  reform  is  required  are  : 

(1)  The  financial   relations  of  London  to   the    Imperial 
Exchequer ; 

(2)  The  financial  relations  of  the  different  parts  of  London 
to  the  whole  ;  and 

(3)  The  relative  position  of  land  and  of  buildings  erected 
thereon. 
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These  three  questions  form  the  subjects  of  the  three 
chapters  of  this  pamphlet. 

With  regard  to  the  first  head,  Parliament  has  acknow- 
ledged since  over  fifty  years  the  duty  of  relieving  the  burdens 
falling  on  the  rates  raised  in  this  country.  It  has  done  so  in 
various  ways.  Firstly,  certain  services  once  administered 
locally  have  been  taken  over  and  are  now  paid  for  by  the  State ; 
for  instance,  prisons.  Secondly,  certain  services  which  con- 
tinue to  be  administered  locally  were  subsidised,  the  State 
paying  a  grant  in  aid  of  the  cost,  generally  amounting  to  one 
half.  In  1887  grants  were  being  paid  towards  the  expense 
of  poor  law  administration,  police,  main  roads,  &C.1  And  of 
course  large  grants  are  voted  towards  the  expense  of  edu- 
cation ;  but  these  stand  on  such  a  special  footing  that  they 
will  not  be  dealt  with  in  this  pamphlet. 

In  1888,  when  the  county  councils  were  established,  Mr. 
Goschen  revised  the  method  of  relieving  the  rates  by  the 
Local  Government  Act  of  that  year.  His  new  method 
seemed  at  that  time  to  be  a  wise  one,  but  now  is  seen  to 
have  been  a  mistake. 

Instead  of  subsidies  being  voted  annually,  it  was  arranged 
that  the  Inland  Revenue  Department  should  pay  the  pro- 
ceeds of  certain  imperial  taxes  to  the  county  councils. 
These  taxes  were : 

(1)  "  The    Local    Taxation    Licences" — that    is,    certain 
excise  licences,  such  as  those  for  public-houses,  beerhouses, 
dogs,  men  servants,  guns,  and  hawkers.2 

(2)  The  Death  Duty  Grant — viz.,  80  per  cent,  of  one  half 
of  the  probate  duty,  which  was  a  duty  of  3  per  cent,  on  the 
capital  value  of  personal  property  left  at  death.     The  other 
20  per  cent,  was  distributed  between  Ireland  and  Scotland. 
On  the  reform  of  the  death  duties  by  Sir  William  Harcourt 
in  1894,  a  corresponding  amount  was  assigned  out  of  the 
duty  by  which  it  was   replaced,   viz.,  the   estate  duty  on 
personal  property.     The  reason  why  the  probate  duty  was 

1  A  list  of  the  discontinued  grants,  and  of  London's  share  is  given  in 
Appendix  I. 

2  The  duty  on  light  locomotives,  including  motors,  was  increased  in  1899. 
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chosen  was  to  satisfy  a  cry,  which  had  been  made  very 
loudly  and  persistently,  that  it  was  unjust  that  local  expenses 
should  be  met  only  by  rates  from  land  and  houses  and 
that  personal  property  should  pay  nothing.  To  make  it 
contribute  directly  in  some  of  the  forms  which  had  been 
demanded — as,  for  instance,  by  a  local  income  tax — 
was  obviously  impracticable ;  so  Mr.  Goschen  said  he 
would  allocate  part  of  the  national  death  duty  on  personal 
property.1 

(3)  "  The  Whiskey  Money."  —  Mr.  Goschen  proposed  to 
impose  certain  new  licence  duties  on  carts,  on  wheels,  and 
on  pleasure  horses,  and  to  hand  over  the  proceeds  to  the 
county  councils,  but  this  proved  unpopular  and  was  dropped. 
In  1890,  in  substitution  for  these  dropped  licences,  Mr. 
Goschen  took  3^.  per  barrel  of  beer  and  6d.  per  gallon  of 
spirits  (usually  known  as  "  whiskey  money")  and  handed 
over  80  per  cent,  for  relieving  local  taxation  in  England  and 
Wales.  £300,000  was  allotted  for  police  superannuation  (half 
to  the  Metropolitan  Police  District  and  half  to  the  rest  of 
the  country),  and  the  balance  was  handed  over  to  the  county 
councils,  who  were  to  apply  £350,000  in  compensating 
publicans  whose  licences  were  extinguished ;  and  the  rest 

1  It  is  now  pretty  generally  recognised  that  this  supposed  allocation  is 
only  a  nominal  one,  and  that  what  has  been  really  done  has  been  to  again 
give  a  grant  out  of  the  taxes  generally,  and  not  out  of  any  particular 
taxes.  As  has  been  said  by  Captain  Pretyman,  M.P.,  a  man  might  just 
as  well  pour  a  bucket  of  water  into  a  pond  and  then  go  and  hook  it  out 
again,  and  say  he  had  hooked  out  the  same  bucket  of  water.  When  such 
a  supposed  allocation  is  made,  other  taxes  have  to  be  imposed  to  supply 
the  dericiency  in  the  Exchequer,  or,  if  there  is  a  surplus  in  the  Exchequer, 
as  was  the  case  in  1888,  taxes  which  would  otherwise  have  been  remitted 
are  not  remitted.  But  who  shall  say  which  these  are  ?  The  same  remark 
applies  to  the  other  assigned  revenues. 

The  supposed  allocation  was  in  fact  treated  as  a  nullity  in  1894 
After  1888  the  contributions  to  imperial  taxes  by  way  of  death  duty 
from  personal  and  real  property  were  (in  theory  at  least)  at  the  same  rate, 
but  personal  property  in  addition  paid  a  contribution  towards  local 
expenditure.  But  by  the  Finance  Act  of  1894,  when  the  rate  of  the  death 
duties  was  further  put  up  all  round,  the  new  death  duty  on  real  property 
was  made  equal  to  the  whole  of  the  death  duty  on  personal  property, 
without  distinguishing  for  what  purpose  the  latter  was  to  be  applied. 

Of  course,  it  the  assigned  taxes  had  been  altogether  handed  over  to  the 
councils,  with  power  to  raise  or  lower  them  at  their  pleasure,  different 
considerations  would  come  in. 
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(about  £400,000),  in  general  relief  of  rates.  When  the  pro- 
posals as  to  compensating  publicans  were  dropped,  the 
county  councils  were  empowered  to  spend  all  the  money 
(after  the  £300,000  had  been  deducted  for  police  super- 
annuation), on  technical  education,  and  they  are  now,  by 
the  Education  Acts  of  1902  and  1903,  bound  to  spend  it  on 
higher  education. 

(4)  To  relieve  Agricultural  Land  a  further  grant  was  in 
1896  given  out  of  the  estate  duty  on  personal  property,  which 
is  discussed  in  a  later  section. 

Now  how  were  these  assigned  revenues  distributed  between 
the  county  councils  ?  The  licence  duties  were  of  course 
given  to  the  areas  in  which  they  were  collected.  With 
regard  to  the  death  duty  grant,  after  much  hesitation,  no 
better  plan  could  be  agreed  on  than  to  distribute  it  in  the  same 
proportion  as  the  superseded  grants  were  distributed  in  the 
year  1887 — 8.  The  same  course  was  taken  with  the  whiskey 
money.1  This  system  has  no  logical  basis,  for  the  needs  of 
localities  vary  from  year  to  year,  and  has  proved  specially 
unfortunate  for  London. 

But  the  disposition  of  the  moneys  obtained  by  the  assign- 
ment of  the  death  duty  grant  and  of  the  local  taxation 
licences  was  not  left  to  the  free  discretion  of  the  county 
councils ;  a  small  deduction  is  retainable  for  the  benefit 
of  the  Treasury,  while  further  they  were  ordered  to  make 
certain  payments  out  of  what  they  received  to  inferior  local 
authorities,  borough  councils,  district  councils,  and  boards  of 
guardians.  By  this  means  provision  was  made  for  aid 
for  most  of  the  purposes  for  which  subsidies  had  been  granted 
in  1887 — 8,  and  in  addition  for  other  similar  purposes.  The 
law  as  to  these  charges  in  London  differs  from  that 
regulating  the  subject  in  the  rest  of  England  and  Wales. 

The  gain  to  the  ratepayers  by  the  financial  provisions  of 

1  Within  the  area  of  a  county  council  there  are  sometimes  boroughs 
whose  town  councils  have  been  given  the  full  powers  of  a  county  council. 
Between  the  council  of  a  county  and  of  a  county  borough  deemed  to  be 
situate  therein,  the  distribution  was  made  by  giving  to  each  the  sum 
received  under  the  old  grants  and  under  the  union  officers' grant  instituted 
by  the  act,  and  dividing  the  surplus  according  to  rateable  value. 
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the  Local  Government  Act,  1888,  was  a  large  one.  Not 
only  would  the  assigned  revenues  grow  with  the  growing 
wealth  of  the  country,  but  an  immediate  increase  was  given, 
estimated  by  Mr.  Goschen  at  about  £3,000,000;  and  though, 
as  we  have  said,  he  was  compelled  to  drop  his  proposed 
licenses  on  carts,  wheels  and  pleasure  horses,  yet  in  1891  the 
whiskey  money  was  assigned  to  the  councils.  Thus  when  all 
the  grants  charged  on  the  Exchequer  contribution  by  the 
Act  of  1888  were  met,  it  was  hoped  that  a  large  free  balance 
would  remain  to  the  county  councils  to  satisfy  the  growing 
demands  of  local  expenditure. 

SECT.  2.  The  Share  of  London. — We  will  here  pass  by 
many  of  the  faults  of  the  financial  system  introduced  by 
Mr.  Goschen,  which  causes  delays  and  complications  in  our 
national  and  local  accounts,  so  that  the  relation  of  the  one  to 
the  other  is  unintelligible  to  all  but  experts.  These  faults 
affect  not  only  London  but  the  rest  of  England  and  Wales. 
Our  purpose  in  this  chapter  is  to  point  out  the  special 
grievances  under  which  the  London  ratepayer  suffers.  And 
firstly  the  basis  of  the  grant  to  London  is  a  very  unfair  one. 
The  principle  adopted  was,  as  we  have  pointed  out,  to 
distribute  the  death  duty  grant  and  later  on  the  whiskey 
money1  to  the  various  areas  in  proportion  to  the  grants 
in  aid  which  they  had  received  during  the  financial  year, 
1887 — 8.  This  year  was  unfortunately  chosen  for  London. 
In  a  paper  published  by  the  London  County  Council  figures 
are  given  showing  that  in  the  year  1883 — 4  London  received 
22*57  Per  cent,  of  the  total  grants  given  to  England  and 
Wales;  in  1884 — 5,  23*51  per  cent.;  in  1885 — 6,  23*94  Per 
cent. ;  in  1886 — 7,  23*13  per  cent. ;  but  in  1887 — 8,  the  year 
by  which  things  were  fixed  for  the  future,  it  received  only 
21*95  per  cent.2 

There  is  another  element  of  unfairness  in  the  fixing  of  the 

1  As  the  local  taxation  licenses  are  distributed  to  the  areas  in  which 
they  are  collected  this  objection  does  not  apply  to  them. 

1  London  County  Council  paper  Exchequer  Contribution,  1893 — 4,p.  iii. 
(No.  313  printed  in  1896).  The  chief  reason  was  that,  while  the  grant 
for  main  roads  in  London  was  trifling,  there  was  a  large  and  rapidly 
increasing  grant  for  this  purpose  in  the  rest  of  the  country. 
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basis  of  the  grants.  Certain  grants  had  not  been  made 
in  London,  or  were  very  trifling  in  London  as  compared 
with  the  rest  of  the  country.  Thus  no  grant  had  been  made 
for  medical  officers  of  health  and  sanitary  officers  ;  the  sum 
paid  for  main  roads  was  trifling;  and  the  Corporation  of  the 
City  of  London  took  no  grant  towards  the  maintenance 
of  its  police,  because  it  desired  to  escape  the  control  of  the 
Home  Office.  In  the  two  latter  cases  it  has  been  argued 
that  London  suffers  no  grievance  because  it  has  no  main 
roads  of  a  character  which  ought  to  be  assisted  from  national 
funds  (about  which  a  good  deal  can  be  said  on  either  side), 
and  because  the  City  funds  bear  the  loss  with  regard  to  the 
City  police,  and  not  the  funds  of  the  whole  of  the  County  of 
London.  But  the  Exchequer  contribution  is  not  merely 
intended  to  pay  for  the  particular  services  assisted  before 
1888,  but  to  grant  increased  help  to  the  ratepayer;  and  it  is 
unfair  that  the  basis  of  the  increased  help  which  it  was 
intended  to  give  him  should  be  diminished  by  the  circum- 
stances above  mentioned,  to  which  they  have  no  relation. 

London's  second  grievance  is  that  after  the  payment  of 
the  amounts  charged  on  its  share  to  replace  the  subsidies 
discontinued  in  1888,  and  the  new  charges  of  a  similar 
character  have  been  met,  the  net  balance  intended  to  relieve 
rates  is  diminishing  rapidly,  is  indeed  on  the  point  of 
extinction;  which  is  by  no  means  the  case  in  the  rest  of  the 
country.  And  one  charge  on  it  is  of  a  nature  which  London  is 
specially  entitled  to  complain  of.  That  is  the  charge  for  the 
Metropolitan  Police  of  4^.  in  the  £  on  the  assessable  value.1 
Most  of  the  charges  imposed  by  the  Act  of  1888  are  for  ser- 
vices controlled  by  authorities  governing  and  more  or  less 
responsible  to  the  county  or  parts  of  the  county  on  which  they 
are  imposed.  Thus  there  are  charges  in  favour  of  boroughs 
situated  in  the  county  which  maintain  their  own  police  ;  in 
favour  of  boards  of  guardians  for  various  purposes  ;  in  favour 
of  the  proper  account  of  the  county  council  itself  for  the 
maintenance  of  the  county  police  (which  is  under  the  control 

1  /.«.,  the  rateable  value,  less  half  the  value  of  the  agricultural  land. 
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of  the  joint  committee  of  the  county  council  and  quarter 
sessions).  Only  to  a  very  trifling  extent  was  an  authority 
outside  and  above  the  county  to  interfere  and  capture  money 
allocated  thereto.1  But  in  the  Metropolitan  Police  District 
the  Receiver  of  the  Metropolitan  Police  steps  in  and  asks  for 
payment  out  of  moneys  which  would  have  otherwise  gone  to 
London  of  expenses  over  which  London  has  no  control.  For 
the  year  1903 — 4  he  asked  for  and  intercepted  the  very 
substantial  sum  of  £589,620,  and  the  financial  pinch  comes 
to  give  point  to  the  serious  administrative  grievance  which 
London  may  justly  complain  of  in  being  deprived,  in  this 
most  important  matter  of  the  police,  of  control  over  its  own 
affairs  enjoyed  by  so  many  small  towns  in  England. 

Let  us  look  a  little  into  the  figures.2  For  the  whole 
of  England  and  Wales  the  produce  of  the  assigned  revenues 
increased  between  1893 — 4  and  1903 — 4  from  £6,140,000  to 
£8,390,000,  or  over  33  per  cent.,  including  the  grant  in  aid  of 
agricultural  rates,  of  which  more  hereafter.  For  London 
the  produce  increased  from  £1,130,000  to  £1,230,000,  or  not 
quite  by  9  per  cent.  But  the  cost  of  the  statutory  services 
imposed  on  the  London  Exchequer  contribution  has  increased 
much  faster.  In  1893 — 4  these  statutory  services  cost 
£840,000;  in  1903 — 4  they  cost  £1,170,000,  or  an  increase 
of  £330,000,  as  against  an  increase  of  only  £100,000  in 
London's  share  of  the  grant.  The  relief  to  the  rates  in 
London  in  1895 — 6  was  £261,000 ;  for  the  present  year, 
1905 — 6,  it  is  estimated  at  £30,000.  Very  soon  the  small 
margin  of  sugar  offered  to  induce  the  local  authorities  to 
accept  the  new  system,  will,  as  far  as  London  is  concerned, 
be  entirely  swallowed  up.  Indeed  it  is  this  disappearance 

1  Namely  the  Treasury,  for  the  cost  of  election  petitions  and  half  the 
cost  of  revising  barristers.  This  amounted  in  1903 — 4,  for  the  whole  of 
England,  to  £12,730  ;  for  London,  to  £1,291.  In  addition,  if  a  medical 
officer  of  health  fails  to  send  in  proper  reports,  or  if  a  police  force  fails  to 
obtain  the  Home  Secretary's  certificate  of  efficiency,  the  grants  they 
would  have  received  are  payable  to  the  Treasury  instead.  For  raids  on 
the  assigned  revenues  made  by  subsequent  legislation  in  1894  and  1899 
see  below,  sect.  4. 

1  From  Lord  Welby's  budget  statement  to  the  London  County  Council 
for  the  financial  year  1905 — 6. 
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of  the  net  balance  which  is  responsible  for  practically  the 
whole  of  the  increase  in  the  last  ten  years  of  that  part  of 
the  rates  for  which  the  London  County  Council  is 
responsible  (except  the  education  rate).1 

In  addition  to  this  the  London  County  Council  has  to  pay 
to  the  Guardians  out  of  its  general  funds  the  indoor  pauper 
grant  of  4^.  a  day  per  head  for  every  indoor  pauper 
maintained  in  each  union  according  to  the  average  number 
maintained  during  the  five  financial  years  ending  25th  March, 
1889.  The  amount  of  the  grant  thus  payable  is  just  about 
£327,000  per  annum.  It  is  not  charged  on  the  Exchequer 
contribution  account,  but  ought,  in  part,  to  be  taken  into 
consideration  in  this  connection,  because  it  corresponds 
(together  with  the  grant  in  London  for  poor  law  medical 
officers  and  drugs,  which  is  charged  on  the  Exchequer 
contribution  account)  to  the  union  officers'  grant  which 
other  county  councils  have  to  pay,  and  are  able  to  pay,  out 
of  the  money  coming  to  them  from  the  Exchequer.  The 
reason  of  the  substitution  of  these  grants,  for  a  union  officers' 
grant,  was  that  the  union  officers  in  London  are  paid  out 
of  the  Metropolitan  Common  Poor  Fund,  described  in  the 
next  chapter,  by  which  the  cost  of  certain  services  in  London 
is  distributed  over  the  whole  of  London,  but  which  affords 
no  help  to  London  from  outside. 

The  indoor  pauper  grant  and  the  union  officers  grant 
are  fixed  (till  altered  by  Parliament) ;  but  most  of  the  charges 
on  the  assigned  revenues  vary  from  year  to  year  with  the 
cost  of  the  services  they  are  intended  to  assist. 

SECT.  3.  The  Agricultural  Rates  Acts. — The  exceptional 
position  of  agricultural  land  has  long  been  recognised  by 
law.  To  rates  levied  for  sanitary  purposes,  etc.,  it  is  usually 
assessed  (as  are  also  tithe  rent  charge,  railway  lines,  and 
canals),  at  one  quarter  of  the  usual  rates,  on  the  ground  that 
these  properties  derive  much  less  benefit  from  the  money 
expended  for  such  purposes  than  do  the  neighbouring 
buildings.  But  for  poor  relief,  police,  etc.,  agricultural  land 

1  A  list  of  these  statutory  services  and  their  cost  in  London  in  1903 — 4 
is  contained  in  Appendix  II. 
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had  till  recently  to  pay  full  rates.  For  here  there  appeared 
to  be  no  difference  in  the  benefit  received.  And  indeed  it 
would  seem  correct  to  say  rather  that  such  expenditure  is 
incurred  for  the  benefit  of  the  whole  country  at  large. 

By  the  Agricultural  Rates  Act,  1896,  the  occupiers  of 
agricultural  land  were  relieved  of  half  of  all  rates  levied 
thereon,  except  those  to  which  they  were  already  assessed  at 
half  or  less  than  half;  and  a  further  grant  was  made  out  of 
the  death  duties  on  personal  property  to  compensate  the 
local  authorities  for  the  loss.  This  grant  is  about  one 
million  and  a  third,  being  half  the  amount  levied  in  1895 — 6, 
of  the  rates  to  which  the  Act  applies.  The  Act  was  passed  at 
first  as  a  temporary  measure,  but  has  been  continued  by  Acts 
of  1901  and  1905. 

As  to  the  justice  of  this  Act  two  distinct  questions  arise. 
First,  is  it  fair  as  between  agricultural  land  and  non-agricul. 
tural  land  in  the  same  parish  P1  On  the  one  hand  it  is  true 
enough  that  a  large  acreage  of  agricultural  land  represents 
usually  a  less  ability  in  the  occupier  to  pay  than  does  a  much 
smaller  area  of  land  used  for  a  shop  or  a  manufactory.  On  the 
other  hand  it  is  probably  the  general  opinion  of  economists 
that,  after  a  little  while  has  passed  for  adjustment,  the  benefit 
of  a  remission  of  rates  is  gained  by  the  landlord.  In  any 
case  the  machinery  of  the  Act  is  very  defective ;  for  instance, 
it  gives  help  in  the  same  proportion  to  very  rich  and  very 
poor  agricultural  land. 

The  second  question  is,  is  it  fair  to  supply  the  deficiency 
in  the  rates  caused  by  the  relief  granted  to  agricultural  land, 
not  by  raising  more  from  the  other  land  and  houses  in  the 
same  parish,  but,  as  is  done  by  the  Act,  by  a  grant  from  the 
national  Exchequer.  The  individual  manufacturer  may 
have  more  ability  to  pay  than  his  neighbour  the  farmer ;  but 
the  manufacturing  district,  with  its  rich  manufacturers,  but 
also  with  its  thousands  of  poor  employees  and  the  small 
tradesmen  who  supply  their  wants,  with  its  aged  poor  and 
its  unemployed,  may  be  much  poorer  than  the  farming 

1  When  a  rate  for  a  common  purpose  is  levied  in  a  larger  area,  t.g^  the 
county,  it  is  of  course  this  area  which  must  be  regarded. 
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district.  The  Act  is  clearly  unjustifiable  as  between  district 
and  district ;  yet  thereunder  the  Exchequer  defrays  the  cost 
of  maintaining  highways  of  purely  local  concern  in  rural  dis- 
tricts, while,  if  the  urban  ratepayer  claimed  assistance  from 
public  funds  in  respect  of  the  cost  of  maintaining  and  repair- 
ing the  street  at  his  door,  that  claim  would  be  scouted. 

London  has  a  heavy  burden  of  its  own.  Some  figures  are 
given  later,  but  at  present  we  need  only  say  that  though  its 
rateable  value  is  very  high,  the  rate  in  the  pound  levied  is 
excessive,  and  that  this  is  due  not  merely  to  the  provision  of 
certain  conveniences  of  town  life,  such  as  lighting,  which  the 
inhabitants  of  a  rural  district  do  not  require  or  enjoy,  but  also 
to  the  heavy  cost  of  expenses  like  poor  relief  and  police,  which 
are  of  national  concern.  Yet  the  total  amount  received  by 
London  under  this  Act  is  as  follows  :  by  the  London  County 
Council  for  education  purposes  £702  ;  for  other  purposes 
£931 ;  by  the  Metropolitan  Police  in  respect  of  land  in  the 
County  Council  area  £316  ;  by  Boards  of  Guardians  £1,211. 
They  forgot  all  about  the  London  vestries  when  they  drafted 
the  Act,  and  accordingly  their  successors,  the  Metropolitan 
borough  councils,  receive  nothing. 

Exactly  how  much  London  pays  in  its  capacity  of  tax- 
payer towards  the  relief  granted  out  of  the  Exchequer  to  the 
rest  of  the  country,  it  is  impossible  to  calculate  with  abso- 
lute precision.  It  would,  however,  be  a  fair  estimate  to  take 
it  to  contribute  one  fifth  at  least  of  the  taxes  of  the  conutry 
and  the  ledger  account  would  stand  as  follows  :  Paid  by 
London  one-fifth  of  £1,330,000  that  is  £266,000;  received 
£3,160;  net  amount  paid  by  London  to  the  rest  of  the 
country  £262,840.  Justification  shown,  none. 

SECT.  4.  The  Diseases  of  A  nimals  A  ct  and  the  Tithes  Rent  Charge 
Act. — We  have  shown  above  how,  under  the  system  intro- 
duced in  1888  and  1891,  a  sum  (deficient,  it  is  true,  and  with 
its  net  balance  ever  diminishing)  was  set  apart  as  a  national 
contribution  to  the  needs  of  London.  It  has  not  been  left 
intact.  By  the  Diseases  of  Animals  Act,  1894,  provision  is 
made  for  the  slaughter  of  diseased  animals  and  compensation 
to  their  owners.  When  the  money  provided  by  Parliament 
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does  not  suffice,  the  deficiency  is  to  be  made  good  by  taking 
it  out  of  the  death  duty  grant.1  In  London  the  expenditure 
is  trifling,  very  few  animals  being  actually  slaughtered  there 
under  the  Act ;  but  it  is  a  matter  of  national  concern  to  pre- 
vent the  cattle  of  the  whole  country  being  infected,  and  the 
inhabitants  of  London  might  justly  be  called  on  in  their 
capacity  of  taxpayers  to  contribute  towards  the  grant.  But 
this  is  no  justification  for  taking  money  already  allotted  to 
relieve  the  rates.  The  amount  involved  is  not  much  ;  in 
one  year  it  amounted  to  £"145,000;  in  other  years  there 
has  been  no  deficiency  at  all.  But  the  principle  is  a  bad  one, 
and  has  been  followed  in  the  case  of  clerical  tithes. 

By  the  Tithes  Rent  Charge  (Rates)  Act,  1899,  which  has 
been  continued  by  Acts  of  1901  and  1905,  tithes  attached  to 
a  benefice  are  relieved  of  half  the  rates  payable  thereon,  the 
deficiency  being  made  up  to  the  local  authorities  by  diverting 
the  necessary  sum  from  the  share  of  the  death  duties 
assigned  to  the  relief  of  the  rates.  The  Act  only  applies  to 
tithes  enjoyed  by  beneficed  clergymen  (for  much  has  got  into 
other  hands),  and  it  was  argued,  as  in  the  case  of  agricultural 
land,  that  the  proportion  of  rates  paid  their  total  income 
was  a  very  high  one.  It  is  not  our  business  here  to 
discuss  whether  clergymen,  who  derive  this  income,  not 
by  the  play  of  economic  forces,  which  the  State  does  not 
control,  but  by  special  legislation  establishing  the  Church, 
must  not  take  their  privileges  with  all  their  burdens.  We 
will  only  remark  that,  when  the  tithes  were  still  paid  in  kind, 
the  farmer  usually  paid  the  rates  on  them  himself;  and  when 
in  1836,  the  tithes  were  commuted  into  money  rent  charges, 
it  was  specially  enacted  that  in  this  case  the  amount  of  the 
rates  should  be  added  to  the  amount  of  rent  charge,  and  the 
tithe  owner  was  thus  provided  with  means  to  pay  his  rates 
himself  in  the  future.  The  objections  which  we  here  take  to 
the  Act  are,  first  that  (as  in  the  case  of  the  Agricultural 
Rates  Act)  whatever  may  be  the  case  as  between  the  clerical 
tithe  owner  and  the  other  ratepayers  in  the  same  parish,  there 

1  Scotland  pays  towards  making  good  the  deficiency. 
f    U/VJ. 
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is  no  justification  for  a  grant  from  the  exchequer.  Secondly, 
allowing  for  the  sake  of  argument  that  help  ought  to  be 
given  to  the  clerical  tithe  owner  from  the  Exchequer,  it  was 
(as  in  the  case  of  the  Diseases  of  Animals  Act)  an  unfair 
proceeding  to  take  the  amount  necessary  out  of  the  moneys 
set  aside  for  relief  of  local  taxation.  Thirdly,  the  fact 
must  not  be  forgotten  that  the  tithe  rent  charge  seems  to 
have  been  redeemed  to  a  very  much  greater  extent  in  London 
than  elsewhere. 

The  effect  of  the  act  then  is  that  the  total  amount  granted 
to  relieve  local  taxation  remains  the  same  as  before,  but  it  is 
redistributed  on  a  new  basis,  which  is  not  fair  to  London. 
The  amount  paid  under  this  act  in  England  and  Wales  for 
1903 — 4,  was  £128,153,  of  which  London  received  about  £700. 

SEC.  5.  The  Heavy  Burden  of  London. — Our  case  would 
not  be  complete  if  we  merely  showed  that  certain  anomalies 
existed  in  an  illogical  and  complicated  system  which  nobody 
really  defends.  We  must  and  can  show  that  if  the  system 
of  subsidies  from  national  to  local  sources  were  put  on  a 
rational  basis,  London  would  get  more  in  proportion  to  the 
rest  of  England  than  she  does  now.  In  other  words,  we 
have  not  merely  a  technical  but  also  a  substantial  grievance. 
The  result  of  the  Royal  Commission  on  Local  Taxation, 
which  reported  in  1901,  has  been,  I  think,  to  clearly  establish 
two  principles.  First,  grants  in  aid  should  be  made  to 
assist,  and  to  assist  only,  those  services  which  have  a  national 
importance  as  distinguished  from  those  which  chiefly  benefit 
the  locality.  Such  national  services  are  poor  law  expen- 
diture, including  the  maintenance  of  pauper  lunatics,  sanitary 
officers,  police,  main  roads,  and  education.  Their  proper 
performance  is  a  matter  of  interest  to  the  whole  of  the 
country  ;  it  is  not  of  especial  benefit  to  the  locality  which 
performs  them.  On  the  other  hand,  it  matters  little,  com- 
paratively speaking,  to  the  country  at  large,  that  the  streets  of 
a  town  should  be  well  paved  and  of  convenient  dimensions,  or 
that  house  refuse  should  be  properly  removed.  For  such  local 
services,  each  locality  must  pay  for  itself.  This  is  the  more  just 
in  that  they  often  add  largely  to  the  value  of  the  property. 
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Secondly,  on  what  principle  are  these  national  services  to 
be  assisted.  There  is  very  little  doubt  that  they  must  be 
assisted  in  proportion  to  the  necessity  and  to  the  ability  of 
the  locality.  The  more  people  there  are  in  an  area,  the  more 
will  these  services  cost  to  perform ;  the  lower  the  rateable 
value  of  the  area,  the  heavier  will  be  the  burden,  and  the  more 
need  for  assistance.  In  addition,  special  circumstances 
sometimes  may  force  one  local  authority,  without  extrava- 
gance, to  spend  more  in  proportion  than  another  does ;  and 
therefore  some  weight  (but  not  too  much)  might  be  given 
to  the  actual  expenditure  incurred.  In  London  there  are  so 
many  who  have  drifted  there  in  search  of  work ;  the  form  of 
the  law  as  compared  with  that  of  the  rest  of  the  country  puts 
heavy  pressure  on  the  boards  of  guardians  to  go  in  for  indoor 
relief;  and  the  heavy  cost  of  all  requisites  makes  the  main- 
tenance of  the  poor  especially  dear.  The  following  table 
shows : — 


In  the  whole  of 
England  and  Wales. 

In  London. 

Total  expenditure  on  relief  of  poor 
during  1903-4  per  head  of  esti- 
mated population 

s.     d. 
8    oi 

s.     d. 
16     3t 

Rateable  value  per  head  of  esti- 
mated population1 

£   *•    d. 
5  16    8 

£   *     d. 
8  18     2 

The  ability  of  London  accordingly  compares  with  that  of 
the  whole  of  England  and  Wales  (including  London)  as 
three  to  two ;  but  the  burden  is  as  four  to  two. 

The  figures  as  to  police  expenditure  similarly  show  a 
peculiarly  heavy  burden  on  London.  In  the  year  1903-4, 
the  net  cost  of  the  police  in  the  Metropolitan  Police  District 

1  The  figures  are  taken  from  the  Local  Government  Board's  reports 
for  1904-5,  p.  xcii.,  and  for  1903-4,  p.  ccxvii.  Expenditure  out  of  loans 
and  expenditure  by  the  Metropolitan  Asylums  Board  for  fever  hospital, 
ambulances,  &c.,  are  not  included.  The  valuations  taken  are  those 
coming  into  force  in  London  on  6th  April,  1903,  and  in  the  rest  of  England 
(for  poor  rate)  on  2$th  March,  1903. 
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(which  is  much  larger  than  the  County  Council  area)  was 
45.  S^d.  per  inhabitant,  the  net  cost  for  the  whole  of  England 
and  Wales,  excluding  the  City  of  London,  was  2s.  6%d. ; 
while  the  rateable  value  in  the  former  case  was  £7  8s.  o%d. 
per  inhabitant,  in  the  latter  £4  135.  Sd.1 

The  most  weighty  documents  resulting  from  the  appoint- 
ment of  the  Royal  Commission  on  Local  Taxation  are,  with 
regard  to  the  general  question  of  grants  in  aid,  the  "  Separate 
Recommendations"  of  Lord  Balfour  of  Burleigh,  its  chair- 
man, and  the  minority  report  of  Sir  Edward  Hamilton  and 
Sir  George  Murray,  the  Treasury  experts,  which  adopts  these 
recommendations. 

On  lines  laid  down  for  distribution  of  aid  to  poor  school 
boards  by  the  Education  Act,  1870,  and  subsequent  education 
Acts,  they  have  devised  an  ingenious  and  convincing  system 
for  the  distribution,  in  future,  of  the  national  contribution  in 
aid  of  local  taxation.  In  the  case  of  poor  relief,  which  is  the 
most  important,  they  fix  35.  6d.  per  head  of  the  population 
as  the  minimum  at  which  it  is  possible  for  any  board  of 
guardians  to  supply  poor  relief;  and  a  rate  of  4^.  in  the  £ 
on  the  assessable  value,2  as  one  which  even  the  poorest 
districts  can  justly  be  called  upon  to  raise  for  this  purpose. 
They  propose  accordingly  that  the  grant  shall  be  the  amount 
of  the  difference  between  35.  6d.  per  head  of  the  population, 
and  the  yield  of  a  rate  of  4^.  in  the  -£.  Moreover,  if  the 
guardians  have  been  spending  more  than  35.  6d.  per  head, 
they  are  to  receive  in  addition  one-third  of  the  excess.  For 
lunatic  asylums  they  recommend  a  grant  of  the  difference 
between  6d.  per  head  of  the  population,  and  a  rate  of  ^d.  in 
the  •£ ;  for  police  and  criminal  prosecutions,  of  the  difference 
between  is.  4^.  per  head  of  the  population  and  a  rate  of  i %d. 
in  the  £,  with  a  supplementary  grant  of  half  the  excess  cost ; 

1  Calculated  from  the  Police  Report  for  1903-4.  The  net  cost  is 
exclusive  of  the  deficiency  of  the  police  pension  funds  and  of  the  ex- 
penditure on  rent,  rates  and  taxes,  purchase  of  buildings,  &c.  The 
population  figures  used  are  those  of  the  census  of  1901. 

3  Query  whether  the  rateable  value  should  not  be  the  standard,  on  the 
ground  that,  as  between  district  and  district,  agricultural  land  must  have 
no  exemption. 
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in  the  case  of  main  roads,  a  lump  sum  would  be  allotted  and 
distributed  by  an  expert  commission.  The  grants  when 
calculated  would  be  fixed  for  a  ten  years'  period,  and  then 
be  revised.  The  total  increase  of  grants  recommended  in 
aid  of  all  purposes  works  out  at  about  £1,500,000  per  annum, 
and  the  system  of  distribution  proposed  is  such  as  to  give 
just  about  half  of  the  increase  to  London.1  It  is  their  tribute 
to  the  "  Unique  Burden  of  London  Poor  Relief."2  It  is  to 
be  sincerely  hoped  that  the  excellent  recommendations 
contained  in  these  documents  will  soon  be  passed  into  law. 

1  See  Report  by  Sir  E.  Hamilton  and  Sir  G.  Murray  at  pp.  140,  141. 

2  Ibid.  p.  138. 
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CHAPTER   II. 

EQUALISATION  OF  RATES. 

SECT.  i.  IN  the  last  chapter  we  dealt  with  the  financial 
relations  between  London  and  the  Imperial  Exchequer,  and 
the  help  granted  out  of  the  taxes  towards  meeting  the 
expenses  incurred  by  the  London  County  Council,  Borough 
Councils  and  Boards  of  Guardians.  We  now  proceed  to 
deal  with  the  financial  relations  existing  between  the  differ- 
ent parts  of  London.  Here  we  deal  solely  with  rates. 

The  great  principle  affecting  the  matter  is  the  principle  of 
the  Unity  of  London.  Circumstances  have  caused  the  poor 
of  London  to  dwell  mainly  in  certain  parts  of  the  town,  the 
rich,  who  largely  live  by  their  industry,  to  collect  in  others. 
For  the  purpose  of  administration  it  has  been  found  conve- 
nient to  place  these  different  districts  under  the  management 
of  separate  local  authorities,  viz.  borough  councils  and  boards 
of  guardians.  In  consequence,  though  much  has  been  done 
already  to  level  down  the  financial  inequalities  caused  by 
this  system,  the  rates  in  some  parts  of  the  town  are  still 
unduly  high ;  in  others  they  are  by  comparison  unduly  light. 

From  the  purely  material  point  of  view,  the  services  per- 
formed by  the  various  public  authorities  in  London  for  the 
benefit  of  its  inhabitants  fall  into  two  classes : 

(A)  Services  which  concern  the  whole  town,  and  which 
should  therefore  either  (a)  be  administered  by  the  County 
Council  or  other  central  body  representing  the  whole  of 
London,  or  (b)  be  administered  by  the  local  bodies  (i.e. 
boards  of  guardians  and  borough  councils)  but  be  paid  for, 
as  far  as  practicable,  out  of  common  funds,  with  of  course 
financial  and  other  arrangements  to  secure  due  economy  and 
efficiency. 
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The  reasons  for  considering  a  service  to  belong  to  class  (A) 
fall  under  either  or  both  of  the  following  heads : 

First,  that  if  not  properly  performed  in  one  part  of  the 
town,  the  other  parts  will  suffer  also.  Thus  bad  sanitary 
arrangements  may  give  rise  to  an  epidemic  which  will  spread. 
Tramways  are  required,  not  merely  to  take  a  man  about  in 
the  district  in  which  he  lives,  but  also  in  those  where  he  does 
his  business  or  takes  his  pleasure.  If  the  poor  do  not  obtain 
relief  in  one  part,  they  will  seek  it  in  another.  The  services 
which  are  of  national  importance  of  course  fall  in  this  group. 

Second,  that,  by  combination,  services  may  often  be  per- 
formed more  economically  and  efficiently  for  the  whole 
town  than  if  each  part  performed  them  for  itself.  Examples 
are  markets,  tramways,  fire  brigade,  testing  of  gas. 

In  cases  coming  under  the  second  head  the  service  will 
clearly  belong  to  sub-division  (a),  and  have  to  be  administered 
by  a  central  body.  In  cases  where  the  first  head  alone  applies, 
it  will  be  merely  a  question  of  convenience  of  administration 
whether  they  should  be  treated  in  this  way  or  as  belonging 
to  sub-division  (b)  and  be  entrusted  to  local  bodies,  It  may 
only  be  remarked  here  that,  other  things  being  eqital,  the  larger 
the  area  governed  by  a  public  authority,  the  better  will  be  the 
class  of  members  attracted  thereto ;  the  smaller  the  area,  the 
more  local  knowledge  will  they  possess. 

(B)  Some  services  are  of  comparatively  speaking  little 
concern  to  the  whole  of  London,  but  concern  only  the  indi- 
vidual parts.  These  should  be  administered  by  the  local  body 
representing  each  part,  and  paid  for  by  a  rate  raised  therein. 

It  must  be  confessed  that  strictly  speaking  very  little  comes 
under  this  head.  Still  (from  the  purely  material  point  of 
view)  we  might  class  here  the  removal  of  dust  (except  in  so 
far  as  great  neglect  might  cause  an  epidemic),  and  the  light- 
ing and  paving  of  side  streets  (though  not  of  main  thorough- 
fares). Further,  some  parts  of  London  have  equipped  them- 
selves with  public  buildings,  etc.,  to  a  greater  extent  than 
others,  and  it  is  clear  that  those  which  are  behind  must  make 
up  leeway  at  their  own  expense. 

The  financial  unit  in  London,  as  in  the  rest  of  England 

L.T.  C 
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and  Wales,  is  the  parish.  In  the  administrative  county  of 
London  there  are  outside  the  City  sixty-nine  parishes.  These 
parishes  are  grouped  differently  for  two  purposes.  For  poor 
law  purposes  they  are  combined  into  thirty  unions.  For  other 
purposes  they  are  combined  into  twenty-eight  metropolitan 
boroughs.  The  borough  council  and  union  frequently  have 
different  boundaries.  Islington  is  at  one  and  the  same  time  a 
parish,  a  union  and  a  metropolitan  borough  ;  but  the  Borough 
of  Stepney  contains  four  unions,  viz  :  Whitechapel,  Mile  End 
Old  Town,  St.  George's-in-the-East,  and  Stepney.  The 
Wandsworth  Union  contains  the  two  boroughs  of  Battersea 
and  Wandsworth.  The  Woolwich  Union  contains  part  of  the 
Borough  of  Greenwich  and  part  of  the  Borough  of  Woolwich  ; 
the  rest  of  the  Borough  of  Greenwich  is  grouped  with  the 
Borough  of  Deptford  to  form  the  Greenwich  Union  ;  and  the 
rest  of  the  Borough  of  Woolwich  is  grouped  with  the  Borough 
of  Lewisham  to  form  the  Lewisham  Union.  In  Westminster 
the  Council  is  dignified  with  the  name  of  City  Council.  The 
114  parishes  in  the  City  of  London  are  combined  for  poor 
law  purposes  into  the  City  of  London  Union,  while  the  Lord 
Mayor,  Aldermen  and  Common  Council  discharge  duties 
corresponding  to  those  of  the  borough  councils,  but  have 
many  special  duties  and  powers  due  to  the  fact  that  at  one 
time  the  City  was  the  whole  of  London.  And  the  greatest 
mistake  in  our  past  municipal  history  has  been  that,  while 
the  town  grew,  the  area  of  the  City  Corporation  remained 
the  same. 

SECT.  2.  Central  Authorities. — Now  how  far  has  the  prin- 
ciple of  the  Unity  of  London  hitherto  been  recognised  by 
entrusting  the  administration  of  services  to  a  central  au- 
thority ?  Long  after  the  original  mistake  attempts  were 
made  to  remedy  it,  not  by  setting  up  a  new  and  extended 
Corporation,  but  by  setting  up  certain  special  authorities 
to  administer  things  in  districts  of  different  areas.  The 
most  important  of  these  is  the  London  County  Council, 
a  body  directly  elected  on  a  wide  franchise.  It  is  the  succes- 
sor of  the  Metroplitan  Board  of  Works  abolished  by  the  Act 
of  1888,  and  of  the  School  Board  of  London  abolished  by 
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the  Act  of  1903.  With  jurisdiction  over  practically  the  same 
area  (which  is  known  as  the  "  Administrative  County  of 
London,")  there  is  the  Metropolitan  Asylums  Board,  created 
by  an  Act  of  1867,  and  consisting  of  representatives  of  the 
unions  and  of  the  Local  Government  Board.  It  maintains 
hospitals  and  hospital  ships  for  fever  and  small  pox,  asylums 
for  imbeciles  (not  lunatics),  an  ambulance  service  and  a  train- 
ing ship  for  pauper  children.  Its  gross  expenditure  in  1901-2 
amounted  to  £927,486,  which  equals  a  rate  of  about  5$d.  in 
the  pound  over  the  whole  area  of  London.  It  raises  its  ex- 
penses ultimately  by  contributions  levied  from  boards  of 
guardians  in  accordance  with  the  rateable  value  of  their 
unions,  partly  directly,  and  partly  through  the  machinery  of 
the  CommonPoor  Fund  (see  next  section).  Under  the  recent 
Unemployed  Workmen  Act  another  indirectly  elected  body  is 
set  up  with  power  to  spend  a  halfpenny  rate,  or,  with  the 
consent  of  the  Local  Government  Board,  a  penny  rate. 

The  police  of  the  City  of  London  is  governed  by  the  Cor- 
poration. The  rest  of  the  County  Council  area  is  part  of  the 
Metropolitan  Police  District,  which  is  governed  by  a  Com- 
missioner appointed  by  the  Home  Secretary.  It  consists  of 
all  parishes  of  which  any  part  is  situate  within  a  radius  of 
twelve  miles  from  Charing  Cross,  or  which  are  wholly  situate 
within  a  radius  of  fifteen  miles  from  Charing  Cross;  but 
excluding  the  City  of  London.  Its  expenses  are  met  by  a 
fixed  rate  of  5^.  in  the  pound,  and  by  Exchequer  grants  of  4^. 
in  the  pound,  and  of  £150,000  for  superannuation.  There 
is  no  popular  control. 

The  management  of  the  water  supply  of  London  is  since 
1904  in  the  hands  of  an  indirectly  elected  Metropolitan  Water 
Board,  which  replaced  the  eight  private  companies  then 
bought  out.  Its  area  is  of  somewhat  the  same  size  as  the 
Police  District,  but  with  different  boundaries.  It  continues 
to  raise  different  rates  in  the  different  districts  of  the  old 
companies,  but  the  rate  is  ultimately  to  be  the  same  every- 
where. The  Metropolitan  Water  Board  and  its  rates  will  not 
be  considered  in  this  pamphlet. 

Certain  of  the   poor   law   areas   are  grouped   under   the 

c  2 
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jurisdiction  of  one  of  two  bodies  of  Sick  Asylum  District 
Managers  for  the  provision  of  infirmaries ;  and  there  also 
exist  several  bodies  of  School  District  Managers  for  the 
maintenance  and  education  of  pauper  children. 

Nearly  half  the  expenditure  of  public  bodies  in  London 
payable  out  of  rates  is  expended  by  these  central  authorities, 
i.e.,  the  London  County  Council,  the  Metropolitan  Asylums 
Board,  and  the  Metropolitan  Police. 

SECT.  3.  Equalisation  Funds. — In  addition,  nearly  an- 
other quarter,  though  spent  by  local  bodies,  is  paid  for  out 
of  common  funds,  raised  over  the  whole  of  London  in 
accordance  with  rateable  value. 

(i)  By  the  Local  Government  Act,  1888,  the  London 
County  Council  is  required  (in  addition  to  the  sums  pay- 
able out  of  the  Exchequer  Contribution,  as  explained  in 
Chapter  I.)  to  pay  every  board  of  guardians  a  fixed  sum  equal 
to  4<f.  per  head  per  day  for  every  indoor  pauper  maintained 
by  them  calculated  on  the  average  of  the  five  years  ending 
5th  March,  1888.  For  this  purpose  boarded-out  children,  fever 
patients  and  others  were  included,  who  are  not  comprised 
in  the  usual  definition  of  the  term  "  indoor  pauper."  It  was 
intended  that  this  basis  should  be  revised  from  time  to  time, 
but  unfortunately,  though  circumstances  have  changed  con- 
siderably, this  has  never  been  done.  This  grant  amounts  to 
about  £327,000  per  annum.  There  are  also  grants  payable 
to  borough  councils  in  respect  of  the  registration  of  electors 
(£8,445  in  1903-4),  for  the  recovery  of  drowned  bodies  (£240), 
and  for  main  roads  (£288). 

(2)  The  Metropolitan  Common  Poor  Fund  is  administered 
by  the  Local  Government  Board.  It  was  instituted  in  1867 
in  order  to  give  help  out  of  common  funds  towards  the 
expenditure  of  guardians,  including  some  incurred  by  the 
Metropolitan  Asylums  Board  but  charged  by  them  to 
guardians.  In  1902-3  it  equalised  expenditure  to  the  amount 
of  £1,639,435,  equal  to  a  rate  of  nearly  lod.  in  the  pound  over 
the  whole  of  London.1  The  fund  is  applied  in  assisting 

J  See  Appendix  II. 
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the  following  services :  Maintenance  of  indoor  paupers  over 
sixteen,  by  a  grant  of  5^.  per  head  per  day  (not  to  be  confused 
with  the  fixed  county  grant  of  4^.),  maintenance  of  pauper 
children  outside  workhouses  ;  maintenance  of  patients  in 
fever  and  smallpox  hospitals  ;  salaries  and  rations  of  poor 
law  officers ;  medicines  and  medical  and  surgical  appliances  ; 
and  expenses  of  ambulances,  vaccination,  registration  of 
births  and  deaths,  etc. 

By  the  various  means  described  above  in  this  chapter  and 
the  last  chapter,  about  three-fifths  of  the  total  expenditure 
incurred  by  the  London  boards  of  guardians  is  equalised.  The 
other  two-fifths,  which  includes  the  whole  cost  of  children  in 
workhouses  and  of  outdoor  paupers  (except  medicines  and 
salaries  of  officers)  and  loan  charges  (except  for  the  erection 
of  casual  wards)  has  to  be  met  locally.  However,  the  basis  on 
which  the  fixed  county  grant  of  4^.  per  head  per  day  was 
ascertained  included  children  in  workhouses. 

The  heading  "  Relief  of  Poor  and  other  Expenses  of 
Guardians  "  in  the  common  form  of  demand  note  for  rates 
includes  the  portion  of  their  own  expenditure  which  is  not 
equalised,  their  contribution  to  the  Common  Poor  Fund  in 
respect  of  the  guardians'  expenditure  thereby  equalised,  and 
their  contribution  to  the  Metropolitan  Asylums  Board, 
whether  direct  or  through  the  Common  Poor  Fund.  It 
includes  some  minor  services  which  are  not  connected  with 
the  relief  of  the  poor,  e.g.,  registration  of  births  and  deaths, 
which  is  equalised,  and  assessment,  which  is  not. 

(3)  By  the  Equalisation  of  Rates  Act,  1894,  a  rate  of 
6d.  in  the  pound  is  assigned  for  equalisation  purposes.  It  is 
assessed  over  the  whole  of  London  according  to  rateable  value, 
and  the  proceeds  apportioned  to  the  borough  council  accord- 
ing to  population.1  Thus  the  richer  districts  pay  into  the  fund 
while  the  poorer  districts  receive  grants  from  it.  In  fact  for 
the  purposes  of  this  Act  the  test  taken  is  rateable  value  per  head 

1  Where  the  district  of  a  borough  council  receiving  money  under  the 
Act  comprises  two  or  more  parishes,  the  sum  paid  is  to  be  apportioned 
among  the  parishes  in  proportion  to  their  population,  and  the  amount  so 
apportioned  to  each  parish  is  to  be  credited  to  the  parish  in  reduction  of 
the  rate  required  from  it  by  the  borough  council. 
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of  population.  The  money  is  to  be  used  by  the  borough 
councils  for  their  expenses  under  the  Public  Health  Act, 
any  surplus  for  lighting,  and  any  further  surplus  for  street 
expenses.  It  is  provided  that  in  certain  cases  of  failure  by  a 
borough  council  to  perform  its  duties  under  the  Public  Health 
Act  and  on  the  taking  of  certain  steps  by  the  County  Council 
and  the  Local  Government  Board,  the  grant  may  be  withheld. 

The  financial  system  of  London  is  accordingly  extremely 
complicated.  Not  only  are  there  these  three  funds,  but 
there  are  also  the  grants  charged  on  the  Exchequer  Con- 
tribution described  in  Chapter  I.  Charges  are  shifted  from 
one  fund  to  another,  often  unnecessarily,  with  waste  of  time, 
double  audit,  weakening  of  supervision,  and  general  loss  of 
efficiency.  Simplification  is  badly  wanted. 

Some  examples  are  the  following :  Each  union  is  charged 
by  the  Metropolitan  Asylums  Board  for  the  maintenance  of 
the  inmates  sent  by  it.  This  amounts  to  one-sixth  or 
one-seventh  of  the  total  expenses  of  the  Board.  This  is 
recovered  by  the  guardians  from  the  Common  Poor  Fund, 
in  doing  which  no  account  is  taken  of  the  fact  that  the  basis 
on  which  the  fixed  county  grant  of  4^.  a  head  to  guardians 
was  calculated  included  fever  patients  and  imbeciles.  The 
net  expenditure  of  the  Metropolitan  Asylums  Board  on 
"  Common  Charges "  (i.e.,  provision  of  buildings,  salaries 
of  officers,  drugs,  &c.)  is  apportioned  by  it  among  the 
unions  according  to  rateable  value.  Towards  the  cost 
of  some  items  grants  are  recovered  from  the  County  Council 
out  of  the  Exchequer  Contribution  Account,  and  of  the 
balance  a  certain  portion  is  thrown  on  the  Common  Poor 
Fund,  only  to  be  demanded  back  again  by  it  from  the  guardians. 

Yet  the  effect  to  the  ratepayers  of  a  charge  being  demanded 
from  guardians  according  to  the  rateable  value  of  the  unions 
is  the  same  whether  it  be  demanded  by  the  Metropolitan 
Asylums  Board  or  the  Common  Poor  Fund ;  while  a  grant 
from  the  Exchequer  Contribution  has  only  the  effect  of 
necessitating  the  raising  of  a  greater  sum  by  the  London 
County  Council,  whose  money  of  course  is  raised  in  accordance 
with  just  the  same  principle  of  rateable  value. 
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Again,  lunatic  asylums  are  provided  by  the  City  Corporation 
for  itself,  and  by  the  County  Council  for  the  rest  of  London. 
The  maintenance  of  lunatics  is  chargeable  to  the  guardians 
sending  them,  who,  however,  are  recouped  practically  the 
whole  of  the  cost,  partly  out  of  the  Exchequer  grant,  partly 
out  of  the  Common  Poor  Fund.  The  cost  of  providing  the 
buildings,  &c.,  is  raised  by  the  County  Council  in  their  special 
county  rate,  which  is  not  levied  in  the  City  (see  next  chapter). 
The  City  is  chargeable  to  the  Common  Poor  Fund,  but  of 
course  the  City  guardians  recover  from  it  the  cost  of 
maintenance  of  lunatics  chargeable  to  them. 

Sometimes  there  is  a  loss  of  administrative  control.  Thus, 
if  teachers  in  poor  law  schools  are  efficient,  the  Local  Govern- 
ment Board  gives  a  certificate  entitling  the  guardians  who 
pay  them  to  a  grant  out  of  the  Exchequer  contribution. 
But  the  balance  is  payable  out  of  the  Common  Poor  Fund, 
whether  they  were  efficient  or  not. 

In  the  Minority  Report  of  Sir  E.  Hamilton  and  Sir  G. 
Murray,  1901,  they  suggest : 

"  (i)  That,  for  the  purpose  of  calculating  the  Poor  Law 
Grant  to  London  under  (their)  scheme,  which  has  '  necessity  ' 
and  '  ability '  primarily  in  view,  the  county  of  London  must 
be  taken  as  a  whole. 

"  (2)  That  all  the  expenditure  on  Poor  Relief  and  other 
guardians'  services,  which  is  at  present  spread  equally  over 
the  county  of  London  by  any  of  the  following  methods,  viz. : 

"  (a)  The  Common  Poor  Fund ; 

"  (b)  The  Metropolitan  Asylums  Board  precepts; 

"  (c)  The  indoor  pauper  grant  of  4^.  a  day  per  head : 

"  (d)  The  Exchequer  Contribution  Grants; 
should  in  the  first  place  be  charged  on  a  single  common 
fund. 

"  (3)  That  the  new  Exchequer  Grant  (proposed  by  them) 
should  be  either  paid  into  the  Common  Fund,  or  partly 
paid  into  the  Fund  and  partly  distributed  to  the  several 
unions  in  proportion  to  population."1 

1  See  Royal  Commission  on  Local  Taxation  final  report,  p.  138.  And 
see  above,  Chapter  I.  (end). 
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In  the  region  of  borough  council  expenditure  matters  are 
not  quite  so  complicated.  There  are  only  the  Equalisation 
Fund1  under  the  Act,  1894,  the  grant  out  of  the  Exchequer 
contribution  for  medical  officers  of  health  and  sanitary 
inspectors,  and  the  grants  out  of  the  general  county  fund  for 
registration  of  electors,  drowned  bodies  and  main  roads. 

SECT.  4.  Defects  in  the  Machinery.  Exemption  of  the  City. 
— Thus  two-thirds  of  the  expenditure  of  public  bodies  met 
out  of  the  rates  are  either  spent  by  central  bodies  or  raised 
by  central  equalisation  funds.  With  the  way  in  which  the 
central  bodies  do  their  duty  and  the  measure  of  their  respon- 
sibility to  the  ratepayers  we  are  not  here  concerned.  It 
might  be  thought  that,  at  least  from  the  point  of  view  of 
proper  distribution  of  burden,  there  could  be,  as  to  these 
two-thirds,  no  cause  of  complaint.  In  point  of  fact,  how- 
ever, there  exist  defects  in  the  machinery  which  prevent 
complete  equalisation  according  to  rateable  value  being 
attained  even  here. 

We  cannot,  of  course,  enter  into  the  numerous  defects  of 
the  English  rating  system  generally,  as,  for  instance,  the 
special  position  of  Government  property,  or  the  method  of 
valuing  railways  and  canals,  which  are  not  let  at  an  annual 
rent,  and  which  usually  pass  through  various  rating  areas. 
We  can  only  deal  in  this  and  the  next  two  sections  with  the 
more  important  of  the  questions  which  are  peculiar  to  London, 
or  which  arise  there  in  a  more  acute  form  than  elsewhere, 
and  everything  from  the  point  of  view  of  the  relation 
of  the  different  parts  of  London  to  each  other. 

In  the  first  place,  we  have  not  been  strictly  accurate  in 
treating  all  the  expenses  of  the  London  County  Council  as 
raised  equally  over  the  whole  of  the  administrative  county 
of  London.  Everybody  who  looks  at  their  accounts  or  at  a 
demand  note  for  rates  will  notice  the  distinction  between 
the  County  Council  rate  for  "  general  purposes  "  and  for 
"  special  purposes."  The  general  rate  is  raised  all  over  the 


1  For  a  table  illustrating  the  effect  of  the  Equalisation  Funds  see 
Appendix  IV. 
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whole  administrative  county,  but  the  special  rate  is  not  levied 
in  the  City,  for  the  City  Corporation  performs  for  itself 
certain  services  which  in  the  rest  of  London  are  performed, 
not  by  the  borough  councils,  but  by  the  County  Council,  as 
being  of  general  concern  to  the  whole  of  the  town.  Such  are 
the  payment  of  coroners,  the  testing  of  weights  and  measures, 
and  the  provision  of  lunatic  asylums.  Some  ten  years  ago 
a  calculation  was  made  which  showed  that  if  the  City  had 
joined  with  the  rest  of  London  for  such  purposes,  the  rates 
all  over  London  would  have  then  been  reduced  by  one 
farthing  in  the  pound,  while  the  City  would  have  had  to  pay 
i|d.  more  than  it  does  at  present.1 

SECT.  5.  Valuation. — It  is  not  sufficient  for  justice  that 
a  rate  should  be  made  at  one  and  the  same  nominal  figure  in 
the  pound,  if  the  assessment  on  which  the  rate  is  levied  is  an 
unfair  one — that  is  to  say,  if  some  of  the  property  is  under- 
valued. While  in  many  ways  the  law  relating  to  assessment 
is  much  better  in  London  than  in  the  rest  of  the  country,  it 
is  deficient  in  this  respect,  that  here  alone  of  all  the  counties 
of  England  the  County  Council  has  no  power  to  fix  the 
standard  or  basis  on  which  the  different  districts  are  to  con- 
tribute to  common  expenses;  and  this  though  in  London 
the  proportion  of  common  expenses  to  the  whole  is  much 
higher  than  elsewhere.  In  London  the  valuation  authority 
for  the  purposes  of  all  rates  (and  of  taxes  too)  is  the  Assess- 
ment Committee  appointed  in  some  cases  by  the  borough 
council,  in  others  by  the  guardians.  These  bodies  are  thus 
placed  in  a  position  in  which  the  pecuniary  interests  of  the 
district  they  represent  is  in  conflict  with  their  duty ;  and  in 
such  a  position  no  person  who  has  to  exercise  functions  of  a 
judicial  nature  ought  to  be  placed.  For  the  lower  they  keep 
the  level  of  assessment  in  their  district  the  less  will  they 
have  to  contribute  for  central  purposes  ;  while  local  require- 
ments could  be  met  by  raising  a  higher  nominal  rate  in  the 
pound  for  local  purposes.  This,  however,  would  be  checked 

1  See  Gomme's  memorandum  in  Part  II.  of  Appendix  to  report  ol 
Royal  Commission  on  Local  Taxation. 
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by  fear  of  incurring  unpopularity  at  the  hands  of  the  less 
astute  parishioners.  As  to  the  valuation  of  property  belong- 
ing to  local  authorities,  the  result  is  that  they  practically 
assess  it  themselves. 

In  the  absence  of  power  to  fix  a  county  standard  there 
exists  power  given  by  the  Metropolitan  Valuation  Act  of  1869, 
to  the  central  bodies  to  appeal  to  Quarter  Sessions  against 
the  sums  fixed  by  the  assessment  committees  as  the  total 
value  of  their  districts.  A  power  to  appeal  is  not  very 
much,  but  the  power  here  given  has  been  found  to  be  so 
limited  as  to  be  practically  valueless.1  The  County  Council 
is,  however,  a  ratepayer  owning  property  in  every  parish 
outside  the  City,  and  in  a  few  of  the  City  parishes ;  and  in 
this  capacity  has  considerable  powers  of  objection  and  appeal. 
It  further  makes  informal  suggestions  to  the  different  valua- 
tion authorities,  some  of  whom  permit  a  County  Council 
official  to  attend  their  meetings ;  and  has  from  time  to 
time  promoted  conferences  which  have  had  very  good 
results.  Lastly,  in  London  a  Government  official,  the  sur- 
veyor of  taxes,  has  powers  which  tend  to  equalise  the 
methods  of  valuation  followed  in  the  different  districts.  But 
though  these  influences  have  produced  much  good,  consider- 
able variations  of  practice  still  exist.  Granting  the  best 
intentions  on  the  part  of  all  concerned,  the  questions  of 
rating  are  in  themselves  very  difficult,  and  the  machinery  at 
present  provided  is  not  sufficient  to  secure  uniformity. 

The  Royal  Commission  on  Local  Taxation  issued  in  1899 
a  special  report  on  valuation.  It  recommended  that  the 
county  councils  should  appoint  a  valuation  authority  in 
every  county,  which  should  have  power  to  fix  the  basis  for 
raising  rates  and  taxes  for  all  purposes.  They  were, 
however,  to  appoint  district  committees  representing  both 
the  central  and  the  local  bodies  to  prepare  the  valuation 
lists.  The  valuation  authority  was  to  issue  directions  to 
the  district  committees  and  had  power  to  see  they  were 


1  See  London  County  Council  v.  St.  George's  Union,  1894,  A.  C.,  at 
p.  600. 
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carried  out.  The  Government  in  1904  introduced  a  bill  in 
the  House  of  Commons  founded  on  this  report.  It  provided, 
however,  that  in  London  the  majority  of  the  district  com- 
mittees were  to  be  appointed  by  the  borough  councils. 
The  County  Council  itself  was  content  to  have  them 
appointed  altogether  by  the  borough  councils,  but  desired 
that  their  own  officials  should  have  the  same  powers  as  the 
surveyors  of  taxes,  viz.,  to  offer,  when  necessary,  a  valuation, 
which  has  to  be  accepted  unless  it  is  proved  to  the  satisfaction 
of  the  assessment  committee  that  it  is  wrong.  And  of 
course  they  would  have  the  power  to  prescribe  by-laws. 
They  also  suggested  that  property  belonging  to  local 
authorities,  except  themselves,  should  be  assessed  by  a 
special  committee  appointed  by  the  County  Council.  This 
committee  was  also  to  deal  with  railways,  gas,  water,  and 
similar  undertakings.  The  Government  bill,  however,  never 
got  beyond  the  first  reading. 

The  question  of  the  rating  of  site  values  is  discussed  in  the 
next  chapter.  That  will  be  the  place  to  consider  the  justice 
of  that  proposal ;  but  we  may  notice  here,  that  their  not 
being  rated  alters  greatly  the  proportion  contributed  by 
different  districts  in  London  to  common  expenditure.  The 
value  of  buildings  erected  in  the  centre  of  the  town  usually 
exceeds  the  value  of  the  buildings  erected  in  the 
suburbs ;  but  the  value  of  the  land  in  the  centre  exceeds  the 
value  of  the  land  in  the  suburbs  in  a  much  higher  proportion; 
and  the  shifting  of  rates  from  buildings  to  land  would  mean 
the  shifting  of  rateable  value  from  the  suburbs  to  the  centre. 

The  rating  of  site  values  would  also  tend  to  cure  an  exist- 
ing defect  in  assessment  practice.  The  law  allows  a  deduction 
from  what  is  called  the  "gross  value,"  in  order  to  arrive  at 
the  "  rateable  value."  The  object  of  this  deduction  is  chiefly 
to  provide  for  repairs.  It  is  allowed  according  to  a  scale, 
which  in  the  cases  of  houses  of  a  gross  value  of  over  £40  a 
year  allows  one-sixth  as  a  maximum.  The  practice  all  over 
London  is  to  allow  the  full  sixth  of  the  gross  value.  Now, 
it  is  clear  that  the  deduction  for  repairs  ought  only  to  be 
allowed  in  respect  of  the  structure,  and  not  of  the  site  on 
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which  it  stands,  which  requires  no  repairs.  But  under  the 
present  practice,  if  the  value  of  the  site  is  five  times  the  value 
of  the  building,  as  may  well  be  the  case  in  Cheapside  or 
Bond  Street,  the  result  is  an  allowance  for  repairs  equal  to 
the  whole  yearly  value  of  the  building.  Mr.  Edgar  Harper 
(now  statistical  officer  of  the  London  County  Council),  in  his 
evidence  before  the  Royal  Commission,  estimated  the  loss  of 
rateable  value  due  to  this  cause  alone,  at  one  and  three 
quarter  million  pounds.  The  habit  of  considering  site  and 
building  separately  would  soon  cause  assessment  committees 
to  abandon  their  hard  and  fast  rule  and  apply  their  minds 
to  making  a  proper  estimate  of  the  amount  required  for 
repairs. 

SECT.  6.  Collection  of  Rates. — The  reader  hopes  at  length 
to  hear  that,  if  the  defects  mentioned  in  the  last  two  sections 
were  properly  dealt  with,  the  burden  of  the  expenses  of 
central  authorities  and  centralisation  funds  would  be  justly 
distributed.  He  is  destined  to  be  disappointed.  For  the 
money  for  these  purposes  is  not,  and  cannot  under  the 
present  system,  be  demanded  of  the  ratepayer  in  every  part 
of  London  at  one  and  the  same  rate  fixed  by  a  central  body. 
The  central  bodies  do  not  collect  their  rates  direct  from  the 
ratepayers,  but  proceed  by  orders  called  "  precepts,"  which 
call  on  subordinate  authorities  and  ultimately  on  each 
parish  (which  is  the  rating  unit)  to  contribute  a  certain  sum 
as  its  share.  This  is  calculated  according  to  the  proportion 
borne  by  the  assessable  value1  of  the  parish  as  stated  in  the 
valuation  list  to  the  assessable  value  of  the  whole  of  London. 
In  point  of  fact,  however,  the  rate  cannot  be  collected,  or  can 
only  be  partly  collected,  from  some  of  the  properties  men- 
tioned in  the  list.  But  under  our  present  system  the  central 
authority  in  fixing  the  amount  required  from  each  parish 
pays  no  attention  to  this  fact.  The  parish  has  to  find  its  full 
share,  and  the  loss  is  borne  by  the  other  ratepayers  in  the 
parish  who  do  pay. 

1  /.*.,  the  rateable  value  less  half  the  value  of  the  agricultural  land. 
The  assessable  value  of  London  on  6th  April,  1905,  was  ,£41,647,487 
(the  rateable  value  of  the  agricultural  land  being  about  ^20,000). 


EQUALISATION   OF   RATES.  29 

In  the  first  place,  some  of  the  people  from  whom  rates  are 
due  will  not  pay,  and  through  their  poverty  or  obstinacy  the 
rates  cannot  be  recovered  by  summons  or  distraint.  In  the 
second  place,  unoccupied  property  pays  no  rates,  and  the  loss 
falls  on  the  rest  of  the  parish.1  It  may  be  just  that  the 
owner  of  unoccupied  property  should  have  to  pay  the  rates 
or  a  part  of  the  rates.  But  it  is  most  certainly  clear  that 
what  the  law  does  not  compel  him  to  pay,  ought  not  to  have 
to  be  paid  by  his  fellow  parishioners.  A  resolution  that 
losses  due  to  unoccupied  property  should  fall  on  the  whole 
county  was  passed  by  the  Assessment  Conference  convened 
by  the  London  County  Council  in  1904. 

Lastly,  there  is  the  system  of  compounding,  which  in  the 
case  of  London  applies  to  property  whose  rateable  value  does 
not  exceed  £20.  Under  the  Poor  Rate  Assessment  and  Collec- 
tion Act,  1869,  there  are  provisions  for  rating  the  owner  instead 
of  the  occupier,  either  by  agreement,  or  compulsorily  by 
order  of  the  Borough  Council ;  and  also  provisions  for  his 
agreeing  to  pay  whether  the  premises  are  occupied  or  not. 
When  the  Borough  Council  makes  an  order  that  all  owners 
of  property  not  exceeding  £20  shall  be  rated,  they  must 
allow  a  commission  of  15  per  cent. ;  and  in  certain  cases 
commission  may  be  allowed  up  to  30  per  cent.  These 
provisions  are  differently  used  in  different  parts  of  London. 

This  system  was  probably  instituted  merely  to  save 
trouble  and  risk  of  loss  in  the  collection.  But  there  may  be 
a  margin  over,  which  operates  as  an  abatement  of  rates  in 
favour  of  properties  of  low  value. 

It  might  seem  at  first  sight  that  the  loss  to  the  parish  in 
this  case  is  due  to  the  action  of  a  responsible  local  body,  the 
Borough  Council.  As  far  as  regards  the  margin  of  profit  to 
the  owner  this  is  indeed  the  case.  But  as  to  the  rest  of  the 

1  But  when  property  is  taken  compulsorily,  compensation  for  loss  of 
some  of  the  rates  thereby  lost  is  sometimes  payable  under  section  133  of 
the  Lands  Clauses  Act,  1845.  In  the  City  of  London  the  owner  of  un- 
occupied property  must  pay  half  of  certain  rates  raised  by  the  corpora- 
tion and  by  the  twenty-six  wards.  He  is,  however,  not  liable  for  the 
poor  rate,  which  includes  the  demands  of  the  London  County  Council 
and  the  Metropolitan  Asylums  Board. 
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loss  in  compounding  it  is  due  to  the  nature  of  small  property. 
Whether  compounding  is  adopted  or  not,  the  poverty  and 
frequent  change  of  residence  of  the  occupiers  must  entail 
loss  in  collection. 

According  to  the  valuation  list  coming  into  force  on  6th 
April,  1901,  the  amount  of  property  in  London  which  did 
not  exceed  £20  in  value  was  loj  per  cent,  of  the  whole, 
varying  from  %  per  cent,  in  the  City,  and  ij  per  cent,  in 
Hampstead,  to  30  per  cent,  in  Poplar,  and  36  \  per  cent,  in 
Bethnal  Green,  while  it  may  still  be  higher  in  some  of  the 
individual  parishes  contained  in  the  metropolitan  boroughs. 
Assuming  for  the  purpose  of  comparison  (though  it  is  not 
actually  the  case)  that  in  all  these  cases  the  owner  paid 
instead  of  the  occupier,  and  that  this  entailed  a  loss  of  15  per 
cent. ;  this  would  have  caused  an  increase  of  rating  amounting 
in  1901-2  to  about  $\d.  in  the  pound  in  Bethnal  Green. 

It  would  certainly  seem  possible  that  uniform  principles 
for  compounding  could  be  prescribed  by  the  London  County 
Council  as  valuation  authority,  and  that,  if  this  were  done, 
losses  due  to  this  cause  might  be  spread  over  the  whole 
country.  And  Mr.  Cripps,  one  of  the  commissioners  on 
Local  Taxation,  did  recommend  that  compounding  should 
be  in  the  hands  of  the  valuation  authority. 

We  have  described  causes  of  loss  to  the  parish.  On  the 
other  hand,  the  machinery  for  getting  newly  occupied 
property  into  the  list  according  to  which  the  requirements 
of  central  authorities  are  apportioned  among  the  parishes  is 
considerably  slower  than  that  for  getting  it  into  the  lists 
according  to  which  the  parish  collects  the  rates.  In  the 
meantime,  therefore,  it  may  be  possible  for  the  parish  to 
realise  the  sum  demanded,  by  collecting  a  lower  rate  in  the 
pound  than  that  assumed  by  the  central  authorities. 

In  the  case  of  a  borough  or  union  containing  more  than 
one  parish,  the  remarks  contained  in  this  section  apply, 
strictly  speaking,  also  to  the  raising  of  the  contributions 
made  by  the  parishes  towards  expenses  common  to  the 
whole  of  the  borough  or  union.  And  when  the  boundaries 
of  a  borough  do  not  coincide  with  those  of  the  union,  there 
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may  in  some  cases  be  a  common  rate  raised  over  districts 
valued  by  different  assessment  committees,  with  the  possibility 
of  variations  in  the  principles  adopted  such  as  are  discussed 
in  section  5. 

SECT.  7.  The  Local  Rate. — Of  the  expenditure  of  local 
authorities  in  London  paid  for  out  of  rates,  including  educa- 
tion but  not  including  water  supply,  we  have  seen  that  nearly 
one  half  is  for  services  performed  by  central  bodies,  and 
nearly  another  quarter  is  paid  for  out  of  equalisation  funds. 
This  makes  together  just  about  two-thirds  of  the  whole  ;  so 
that  one-third  remains  to  be  met  locally.  Taking  the  average 
of  the  four  years  ending  3ist  March,  1905, *  the  average  rate 
over  the  whole  of  the  administrative  county  of  London  was 
75.  oj^.,  of  which  45.  S^d.  was  raised  centrally. 

So  much,  however,  do  local  circumstances  differ,  that  the 
rate  was  95.  Sd.  in  Poplar,  gs.  id.  in  Bermondsey,  8s.  Q\d.  in 
Bethnal  Green,  and  75.  6^d.  in  Whitechapel ;  but  only  6s.  gd. 
in  Hampstead,  6s.  ^\d.  in  Kensington,  6s.  ^d.  in  the  City, 
and  6s.  2d.  in  the  Westminster  Union. 

Now,  of  course,  to  some  degree,  the  difference  of  the  local 
rate  is  due  to  the  fact  that  some  parts  of  London  have 
equipped,  by  choice  or  necessity,  themselves  with  workhouses, 
town  halls,  libraries,  wash-houses,  etc.,  much  more  fully  than 
others,  or  at  a  much  later  date,  so  that  loan  charges  are  much 
heavier.9  That  is  to  say,  there  have  been  differences  of 

1  For  the  figures  in  this  section  see  the  report  of  the  statistical  officer 
on  comparative  rating  in  London,  dated  6th  July,  1905.    London  County 
Council  paper,  No.  886. 

2  Thus  the  charge  on  the  rates  for  loans  for  local  purposes  in  the  year 
I9°3 — 4  was  in  St.  George's-in-the-East,  is.  3^.  in  the  £  (viz.,  Guardians 
io£d.,  Borough   Council  $d.)  ;    in    Bermondsey,  is.  ifd.  (Guardians  8£d., 
Borough   Council   5^.);     in    Bethnal    Green,    n$d.   (Guardians    7id., 
Borough   Council   3\d.)  ;    in    Poplar,  iof^.    (Guardians    3^.,   Borough 
Council  7$d.} ;    in  the  Stepney  Union,  average   io^d.  (Guardians  $±d. , 
Borough  Council,  average  5^.) ;  in  Mile  End  Old  Town,  tyd.  (Guardians 
3^.,  Borough  Council  5^.)  ;  in  Depttord,  j%d.  (Guardians  $%d.,  Borough 
Council  2$d.)  ;  in  Whitechapel,  7%d.  (Guardians  2%d.,  Borough   Council 
$d.)  ;    in   Hampstead,  6%d.  (Guardians  f^.,  Borough   Council  sjrf.)  ;    in 
Kensington,  &d.  (Guardians  ifd.,  Borough  Council  4^.)  ;  in  Paddington, 
4*f.  (Guardians  i%d.,  Borough  Council  2%d.}  ;  in  the  Westminster  Union, 
3fd.  (Guardians  \d.,  Borough  Council  3^.)  ;    the  average  for  the  whole  of 
London   being  j±d.    (Guardians    ajrf.,   Borough    Council    4f</.)-       See 
"  London  Statistics,"  Vol.  15,  pp.  346 — 9. 
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administration  in  the  past.  There  are  also,  of  course,  consider- 
able differences  of  administration  in  the  present.  And  there  are 
the  causes  of  variation  described  in  the  last  two  sections.  But 
the  chief  causes  of  the  difference,  and  those  we  ought  to  try  and 
counteract,  are  the  great  variations  in  wealth,  as  measured  by 
assessable  value,  and  in  necessities.  Thus  the  assessable 
value  per  head  of  the  population  of  London  as  a  whole  was 
in  1904,  £8  i8s.  od. ;  but  in  Mile  End  Old  Town  it  was  only 
£3  i6s.  od. ;  in  Bethnal  Green,  £ 4  2s.  od. ;  in  Poplar, 
£4  i6s.  od. ;  and  in  Bermondsey,  £7  2s.  od. ;  while  in 
Hampstead  it  was  £11  145.  od.,  and  in  Kensington, 
£12  145.  od.  It  is  very  difficult  to  give  a  figure  properly 
for  the  enormous  wealth  of  the  City,  as  its  population  is 
largely  a  day  population,  sleeping  elsewhere.  But  even 
counting  all  the  day  population,  it  stands  as  high  as 
£16  los.  od.  For  the  night  population  it  is  £195  2s.  od. 

As  to  necessities,  the  average  number  of  indoor  paupers 
in  London  as  a  whole,  per  10,000  of  the  population  on  the 
average  of  the  four  years  was  153 ;  but  in  Stepney  it  was 
280,  in  Bermondsey  234,  in  Whitechapel  208,  in  Poplar  200, 
in  Bethnal  Green  192 ;  but  in  Kensington  only  139,  and  in 
Hampstead  53.  For  outdoor  paupers  the  average  was  95 ; 
but  in  Whitechapel  it  was  8,  in  Hampstead  it  was  22,  in 
Kensington  29,  in  Bethnal  Green  43,  in  Poplar  233,  and 
in  Bermondsey  272.  In  the  case  of  outdoor  relief  of  course 
the  numbers  are  largely  influenced  by  the  principles  of 
administration  adopted  by  guardians. 

The  maintenance  of  the  poor  has  been  recognised  to  be  of 
general  concern  to  the  whole  of  the  nation.  That  part  of 
the  expenditure  of  London  on  poor  relief  which  is  not  met 
by  grants  from  the  Exchequer,  is  certainly  the  concern  of 
the  whole  of  London.  Yet,  as  a  result  of  the  differences 
described  above,  while  the  rate  raised  locally  for  that  part 
of  the  expenses  incurred  by  guardians  which  was  not 
equalised  was  gd.  over  London  as  a  whole,  it  was  2s.  6%d.  in 
Poplar  and  2S.  ^d.  in  Bermondsey.  Notwithstanding  strict 
administration  of  poor  relief,  it  was  is.  8%d.  in  Bethnal  Green, 
and  is.  o\d.  in  Whitechapel.  On  the  other  hand  it  was  only 
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in    Kensington,  3^.  in  Hampstead,  and  2\d.  in  the 
Westminster  Union. 

The  borough  council  expenses  are  of  a  more  optional 
character,  and  the  variations  shown  are  not  so  large.  But 
on  the  other  hand,  in  the  poor  districts  much  is  foregone 
which  is  supplied  in  the  richer  districts.  Thus  the  Deptford 
Borough  Council  spent,  on  an  average  of  the  four  years 
mentioned,  45.  i£d.  a  year  on  each  of  its  inhabitants,  and 
Bethnal  Green  spent  45.  6J^. ;  but  Hampstead  spent 
igs.  $d. 

What  has  been  written  above  in  this  chapter  shows 
grievances  urgently  requiring  remedy. 

In  the  first  place,  reforms  of  machinery  are  required  to 
make  what  equalisation  there  is  effective ;  the  exemption  of 
the  City  being  put  an  end  to,  a  proper  system  of  valuation 
instituted,  and,  as  far  as  possible,  the  parish  not  bearing 
losses  which  should  fall  on  the  county. 

In  the  second  place  it  is  very  desirable  that  the  complica- 
tions of  the  London  financial  system  should  be  simplified. 

Thirdly,  the  amount  of  help  given  out  of  common  funds 
should  be  extended,  both  for  (i)  the  relief  of  the  poor,  and 
(2)  borough  council  expenses.  Such  help  might  conceivably 
be  given  to  the  existing  local  authorities  according  to  one  of 
the  following  three  methods  : 

(1)  By  extending  the  method  of  the  Equalisation  of  Rates 
Act,  1894,  ^at  is  by  raising  a  common  fund  according  to 
rateable  value  and  distributing  it  according  to  population. 

(2)  By  extending  the  method  of  the  Common  Poor  Fund, 
that  is  by  paying  the  whole  or  a  proportion  of  the  cost  of 
certain  services. 

(3)  By  giving  aid  on  a  sliding  scale,  such  as  is  described 
towards  the  end  of  Chapter  I. 

But  the  test  of  any  scheme  proposed  will  be  to  what 
extent  it  tends  to  promote  efficient  administration. 


L.T. 
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CHAPTER    III. 

SITE  VALUES. 

SECT.  i.  THERE  is  a  broad  distinction  between  the  ways 
open  to  the  central  government  to  raise  money  by,  and  the 
ways  open  to  local  authorities.  It  is  this,  that,  in  the  nature 
of  things,  the  revenue  of  the  latter  must  be  raised  from 
persons  or  things  in  respect  of  their  connection  with  the 
locality.  Unless  some  such  connection  exists,  there  can  be 
no  justification  for  raising  money  from  them  for  the  purpose 
of  the  particular  district.  For  this  reason  many  taxes  open 
to  the  central  government  cannot  be  resorted  to  by  local 
bodies.  At  one  time,  indeed,  they  frequently  rated  stock-in- 
trade  for  local  purposes,  but  this  was  put  an  end  to  by  an 
Act  of  Parliament  passed  in  the  first  half  of  the  nineteenth 
century.  And  a  general  rating  of  all  income  derived  from 
personal  property  is  clearly  impossible.  Who  shall  say 
which  district  is  to  have  the  benefit  of  rating  a  business  with 
a  head  office  in  one  district  and  branches  in  others,  and 
customers  in  many  more ;  or  which  shall  have  the  benefit  of 
rating  the  income  of  a  man  who  possesses  a  country  house, 
a  town  house,  a  business  premises,  and  a  large  income  derived 
from  invested  funds  ? 

In  practice  therefore  the  only  course  possible  for  raising 
the  great  part  of  the  money  required  for  local  purposes  is  to 
levy  it  from  lands  or  houses  situate  in  the  district,  including 
certain  machinery  more  or  less  attached  thereto ;  and  that 
by  a  rate  on  their  annual  value,  or  by  a  license  duty  in  the 
case  of  a  few  retail  trades  like  a  public  house,  where  the 
income  is  practically  all  derived  from  the  locality. 

Most  of  the  methods  proposed  for  adding  to  these  sources 
of  revenue  are  either  not  local  in  the  proper  sense  of  the 
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word,  or  would  give  but  a  small  yield ;  except,  indeed,  the 
French  system  of  "  octrois"  on  articles  of  food  entering  a 
town.  This  however  may  be  barred  out  as  being  in  itself 
an  objectionable  form  of  tax. 

We  must  note  however  that  with  regard  to  levying 
money  from  houses  and  lands  another  way  has  been 
suggested  besides  rating  them ;  namely,  by  imposing  a 
municipal  death  duty.  The  great  difficulty  here  is,  that 
while  the  death-rate  does  not  vary  very  much  in  a  particular 
area  from  one  year  to  another,  yet  in  one  year  it  will  happen 
that  the  deaths  will  include  several  rich  men,  and  the  tax 
therefore  produce  a  large  revenue,  while  in  another  year  it 
will  produce  comparatively  little.  The  smaller  the  area,  the 
more  variable  will  be  the  yield.  Such  a  variable  tax  is 
accordingly  out  of  question  in  all  except  towns  of  the  largest 
size.  If  the  size  of  the  town  and  other  considerations  allow 
it  to  be  adopted,  it  has  one  great  advantage,  that  it  reaches 
property,  often  of  great  value,  which  is  producing  little  or  no 
annual  income  on  which  to  assess  a  rate. 

SECT.  2.  Site  and  Building. — With  regard  to  rates,  that 
is  to  say,  contributions  raised  in  accordance  with  the  annual 
value  of  property  situate  immoveably  within  a  district,  there 
are  two  things  for  the  local  authority  to  rate,  viz.,  the  site 
and  the  building  standing  on  the  site.  Under  our  present 
system,  they  are  lumped  and  the  rate  is  assessed  on  the  total 
value  of  both  taken  together.  But  there  is  nothing  in  the 
nature  of  things  to  require  this ;  and  in  this  section  reasons 
will  be  given  why  it  would  be  more  just  to  use  the  site  alone 
as  the  basis  for  assessing  all  the  rates,  or  at  least  a  greater 
share  of  them  than  falls  on  it  at  present. 

As  we  have  seen,  in  considering  local  taxation  a  distinction 
is  now  fairly  well  established  between  expenditure  for  national 
or  onerous  purposes  on  the  one  hand,  and  for  local  or  bene- 
ficial purposes  on  the  other.  The  former  (or  rather  what 
remains  to  be  paid  for  by  the  locality  after  the  national 
Exchequer  has  made  its  contribution)  should  be  raised  on 
the  principle  of  ability ;  the  latter,  on  the  principle  of  benefit 
received. 

D  2 
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As  regards  the  first,  neither  site  nor  building  is  an  exact 
measure  of  the  occupier's  ability.  Luxury  requires  a  house 
in  a  fashionable  quarter ;  this  may  also  be  required  by  the 
necessity  of  being  near  one's  work.  Luxury  demands  much 
accommodation ;  so  does  a  large  family.  Still,  on  the  whole, 
if  the  two  must  be  contrasted,  in  a  town  like  London  the 
district  in  which  a  man  lives  is  usually  a  better  test  of  his 
means  than  the  money  spent  in  the  erection  of  the  house  he 
occupies.  From  this  point  of  view  we  may  be  satisfied  with 
the  present  system,  which  takes  both  into  account. 

But  if  we  think  of  it  from  the  point  of  view  of  the  owner 
rather  than  that  of  the  occupier,  a  structure  is  wasting 
perishable  property,  which  requires  repair  and  renewal, 
while  a  site  is  permanent,  and,  as  a  rule,  rather  increases 
than  diminishes  in  value.  And  many  occupiers  are  owners  too. 

Suppose  M.  owns  a  plot  of  ground  at  Fulham,  and  has 
leased  it  at  a  ground  rent  of  £30  to  a  builder  who  erects  on 
the  site  premises  rented  and  ratedat  £180  a  year.  The  rates  are 
55.  in  the  pound,  and  therefore  the  amount  payable  in  respect 
of  the  premises  is  £45.  N.  has  a  plot  of  ground  in  Mayfair, 
and  has  leased  it  at  a  ground  rent  of  £400  to  a  builder  who 
erects  premises  rented  and  rated  at  £800  ;  the  rates,  at  55. 
in  the  pound,  amount  to  £200.  Let  us  suppose,  for  the  purpose 
of  comparing  the  position  in  the  two  cases,  that  the  whole  of 
the  rates  fall  on  the  ground  landlord.  Then  M.  has  had  his 
rent  reduced  by  the  rates  from  £75  to  £30,  or  60  per  cent., 
but  N.  has  only  had  his  income  reduced  from  £600  to  £400, 
or  33'3  Per  cent»  Such  is  the  unfairness  caused  by  rating 
the  building.1 

But  the  justice  ot  looking  to  the  site  rather  than  the 
building  becomes  very  clear  indeed  when  we  look  at  things 
from  the  point  of  view  of  benefit  received. 

A  building  is  a  consumable  commodity,  which  can  never 
be  worth  much  more  than  what  it  cost  to  build,  since 
it  can  always  be  replaced  at  about  the  same  cost.  If 
changes  have  occurred  which  render  it  unsuitable  to* 

1  See  the  separate  report  on  Urban  Site  Rating,  p.  167. 
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its  site,  its  worth  may  be  much  less.  It  is  the  site, 
on  the  other  hand,  which  attracts  to  itself  the  benefit  of 
municipal  expenditure.  Sometimes  this  is  clear  to  the  eyes 
of  those  who  look  on,  as  when  a  slum  is  removed  or  some 
other  municipal  improvement  on  a  large  scale  is  under- 
taken, and  the  whole  neighbourhood  suddenly  rises  in  value. 
It  is  equally  true  of  lighting,  sewerage  and  all  similar 
municipal  expenditure,  for  this  is  a  necessity  without  which, 
according  to  modern  ideas  at  least,  a  town  and  the  heavy 
town  values  could  not  exist  at  all.  Even  education,  police 
and  poor  law  expenditure,  which  do  not  benefit  a  particular 
piece  of  property  very  directly,  are  all  part  of  a  system  which 
must  be  maintained  in  every  part  of  the  country,  and  which, 
among  other  reasons  for  its  existence,  protects  property  from 
criminals,  and  from  the  envy  or  violence  of  ignorance  and 
despair.  Theoretically  then  the  revenue  derived  from  the 
site  is  the  fair  measure  for  apportioning  the  contributions 
required ;  and  moreover,  at  the  same  time  provides  a  fund 
out  of  which  to  meet  them. 

It  is  not  suggested  that  a  complete  change  should  be 
suddenly  made.  In  many  cases  this  would  mean  a  present 
out  of  the  rates  to  a  man  who  has  invested  his  money  in 
property  of  low  site  value  and  heavy  building  value ;  for 
when  he  did  so  it  was  expected  that  he  would  be  rated  on  a 
large  assessment  and  he  paid  less  for  the  property  on  that 
account.  But  it  is  a  justification  for  the  imposition  of  a  rate 
on  sites  commencing  at  a  very  moderate  figure ;  which  is  all 
that  is  now  asked  for,  or  that  Parliament  is  likely  to  grant. 

Not  only  is  justice  done  as  between  particular  properties 
by  rating  site  values,  but  something  is  done  towards 
encouraging  the  building  of  houses.  If  an  owner  or  builder 
is  hesitating  as  to  what  sort  of  a  building  he  is  to  erect  on  a 
vacant  site — is  it  to  be  substantial,  or  is  it  to  be  jerry-built  ? 
the  fact  that  the  more  that  is  spent  on  the  building  the  more 
rates  must  be  paid,  will  act  as  a  discouragement  against 
erecting  the  better  building ;  but  a  rate  assessed  on  the  site 
and  not  on  the  building  will  have  no  such  effect. 

In  addition  the  effect  of  rating  site  values  will  be  to  throw 
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the  burden  of  the  rates  more  on  the  centre  of  the  town, 
and  to  relieve  the  suburbs  ;  and  thus  tempt  builders  to  build 
and  occupiers  to  live  in  places  where  before  it  was  not  worth 
their  while  to  go. 

SECT.  3.  The.  Unearned  Increment. — But  frequently  sites 
gain  in  value  much  more  than  the  amount  actually  expended 
by  the  municipality.  The  coming  together  of  a  multitude  of 
people  to  form  a  town  is  the  cause  of  the  whole  of  the  rise  in 
value  of  the  sites  from  agricultural  value  to  town  value,  the 
owners  standing  by  and  becoming  rich  without  any  effort. 
And  if  the  town  had  put  in  its  claim  at  the  proper  time, 
it  is  the  town  and  not  the  owners  to  whom  this  gain 
ought  to  have  belonged.  But  the  law  did  not  give  it  this 
right,  and  in  the  meantime  the  sites  have  been  bought  and 
sold  in  the  market  at  town  value,  and  there  has  been  invested 
therein  money  made  in  any  of  the  ways  by  which  people 
make  their  money.  Thus  while  the  site  value  is  a  parti- 
cularly fitting  measure  for  assessing  a  reasonable  rate  or  other 
tax,  it  would  be  an  act  of  confiscation  against  the  existing 
owners  to  take  away  from  them  the  whole  of  the  increase  of 
site  value  in  the  past. 

But  this  may  be  quite  justly  effected  in  regard  to  rise  of 
site  value  in  the  future.  There  are  various  ways  of  doing 
this,  and  in  the  case  of  some  big  improvements  this  course 
has  already  been  taken. 

(i)  First  there  is  the  method  of  imposing  a  "  Betterment 
Charge  "  on  land  in  the  neighbourhood  of  the  improvement. 
For  example,  by  the  London  County  Council  (Tower  Bridge 
Southern  Approach)  Act,  1895,  the  County  Council  were 
empowered  to  make  a  valuation  of  the  land  within  a  certain 
area  before  the  improvement  was  made ;  and  then,  after  it  was 
made,  to  assess  a  charge  on  such  land  of  three  per  cent, 
per  annum  on  one  half  of  the  increase  of  value  due  to  the 
improvement.  If  an  owner  was  not  satisfied  with  the 
County  Council's  estimate  of  the  final  value,  he  could  have 
an  arbitration,  or  else  could  give  notice  to  the  County 
Council  to  buy  it  at  their  own  figure.  This  they  must  do,  or 
else  drop  their  charge. 
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(2)  The  plan  is  sometimes  followed  of  not  merely  pur- 
chasing the  lands  and  buildings  actually  necessary  for  the 
new  or  widened  streets,  but  also    of  purchasing  the  other 
neighbouring  property  within  what  is  called  a  "  wide  area  of 
recoupment."     This  is  resold  or  let  after  the  improvement 
has  been  completed,  and  the  profit  made  owing  to  the  increased 
value  goes  to  reduce  the  cost  of  making  or  widening  the 
streets.     By  working  on  this  plan  the  Metropolitan  Board 
of   Works,    under   favourable   circumstances,  actually  con- 
structed Northumberland  Avenue  at  a  profit ;  the  cost  falling 
on  the  rates  of  the  Holborn  to  Strand  improvement  is  much 
reduced  ;   and  the  County   Council  hope  that  their  great 
Westminster  improvement  will  pay  for  itself. 

(3)  Many    people    favour    a   still    more    extended    plan. 
Instead  of  waiting  till  definite  improvements  in  areas  already 
built  on  are  undertaken,  they  would  have  the  municipality  buy 
vacant  land  on  the  outskirts  of  the  town  which  will  one  day 
have  to  be  built  on.      These  lands  when  ripe  for  building 
could,  for  example,  be  let  at  rents  to  be  revised  from  time 
to  time.    If  the  value  has  risen  but  the  tenant  will  not  pay 
the  increased  rent,  he  must  go  elsewhere,  but  will  receive  from 
his  successor  the  full  value  of  any  improvements  he  has  made. 
It  is  said  that  the  ownership  of  land  by  municipalities  is 
much  encouraged  by  the  Prussian  government.     In  London 
this  of  course  would  require  a  great  extension  of  the  County 
Council  area. 

SECT.  4.  Owner  and  Occupier. — We  have  shown  that  it  is 
the  site,  and  not  the  building,  which  in  strict  justice  should 
be  used  to  measure  contributions  for  local  purposes,  either 
entirely  or  at  least  to  a  greater  extent  than  at  present. 
The  question  is  frequently  raised,  from  which  of  the 
persons  connected  with  the  site  should  that  contribution 
be  levied — should  it  be  from  the  owner  or  from  the  occu- 
pier ?  This  ought  to  be  treated  as  a  quite  secondary 
question,  in  comparison  with  the  question  of  site  or  building. 
And  indeed  in  a  large  number  of  cases  the  occupier  is  also 
the  owner  of  the  freehold  or  of  a  long  lease. 

On  the  one  hand  there  is  a  cry  that  it  is  just  that  the 
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rate  should  be  levied  from  the  owner,  either  by  demanding 
it  from  him  directly,  or  by  demanding  it  from  the  occupier 
and  allowing  the  occupier  to  deduct  it  from  the  next  pay- 
ment of  rent,  as  is  «done  in  the  case  of  the  Property  Tax 
(Income  Tax,  Schedule  A.).  From  other  quarters  it  is 
protested  that  the  question  of  who  will  bear  the  rate  is 
a  question  of  economics,  and  that  the  forces  which  settle  it 
are  not  affected  by  the  person  on  whom  the  law  puts  the 
duty  of  paying  it.  Whatever  provision  is  made  by  the  law,  will, 
it  is  said,  be  taken  into  account  the  next  time  a  letting  takes 
place,  and  if  the  landlord  is  in  future  to  pay  the  rate  he  will 
exact  more  rent  to  make  up  for  it ;  he  will,  as  it  is  called, 
shift  the  tax  back  on  to  the  tenant. 

Now  it  is  to  a  large  extent  true  that,  after  time  has  elapsed 
for  things  to  settle  down,  the  burden  of  a  rate  will  be 
determined  rather  by  the  forces  of  demand  and  supply  than 
by  the  provisions  of  the  law ;  though  to  some  extent  there 
may  be  truth  in  the  maxim  that  a  tax  tends  to  stick  where  it 
is  imposed. 

We  may,  however,  notice  here  that,  according  to  one 
view,1  there  are  differences  between  the  nature  of  a  site  and 
of  a  building  on  a  site  which  affect  the  question.  According 
to  this  view  it  is  held  that,  in  the  case  of  rates  the  current 
expenditure  of  which  gives  full  value  to  the  occupier,  the 
rate  falls  and  ought  to  fall  on  him ;  but  that  in  the  case  of 
all  other  rates,  if  they  are  assessed  on  the  site,  they  fall 
chiefly  on  the  owner ;  if  assessed  on  the  building,  they  fall 
chiefly  on  the  occupier.  On  this  view  then  the  change 
in  the  basis  of  the  assessment  would  itself  do  much  towards 
the  end  desired. 

In  any  case,  however,  there  are  the  following  reasons 
for  providing  by  law  that  the  occupier  should  be  allowed  to 
deduct  the  whole  or  part  of  the  rate  from  his  rent : 

(i)  As  the  landlord  does  pay  a  good  deal  at  least  of  the 

1  See  the  memoranda  on  Classification  and  Incidence  attached  to 
the  report  of  Royal  Commission  on  Local  Taxation,  especially  the 
answers  of  Professor  Marshall  at  pp.  115,  120  and  125.  And  compare 
the  separate  report  on  Urban  Rating,  at  pp.  155 — 6. 
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rates  at  present  and  will  pay,  it  is  to  be  hoped,  even  more  in 
the  future,  it  is  only  fair  to  him  that  it  should  be  known  that 
he  does  so. 

(2)  A  rise  of  rates  during  the  currency  of  a  tenancy  will  be 
more  easily  borne  if  spread  over  the  landlord's  interest  as 
well  as  the  tenant's.  In  theory  no  doubt  the  parties  when 
making  the  agreement  ought  to  think,  not  only  about  the 
rates  then  being  levied,  but  also  about  a  possible  rise  or  fall 
in  the  future.  Very  likely  they  often  do  so,  though  a  new 
tenant  may  know  less  about  the  rates  in  a  parish  than  the 
owner  does.  But  to  have  to  make  a  variable  payment 
is  difficult  compared  with  having  a  fixed  sum  to  deal 
with,  although  taking  a  number  of  years  the  totals  may 
amount  to  the  same.  It  seems  just,  therefore,  that  this 
inconvenience  should  be  wholly  or  partly  borne  by  the  man 
who  chooses  to  use  land  as  an  investment,  instead  of  the 
occupier,  who  is  compelled  to  have  a  dwelling  place  some- 
where. 
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AMOUNT  ESTIMATED  BY  LOCAL  GOVERNMENT  BOARD  TO 
HAVE  BEEN  RECEIVED  BY  LONDON  IN  1887 — 8  AS  ITS 
SHARE  OF  THE  DISCONTINUED  GRANTS. 

£  5.  d. 

Pauper  lunatics       97>496  o  o 

Poor  Law  Medical  officers  and  Drugs     32>939  o  o 

Teachers  in  Poor  Law  schools      12,513  o  o 

Registration  of  births  and  deaths 584  o  o 

Medical  officers  of  health  and  Sanitary  inspectors  Nil. 

Criminal  prosecutions         ...         ...         ...         ...      21,384  o  o 

Vaccinators  ...         ...         ...         ...         ...         ...        2,030  o  o 

Main  roads 3,559  o  o 

Police            457>579  °  o 


^"628,084     o    o 
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CHARGES  ON  LONDON'S  SHARE  OF  THE  ASSIGNED  REVENUES 
IN  1903—4. 

£      s.    d, 
Cost  of  Revising  Barristers    ...         ...         ...         ...         1,292     o     o 

Metropolitan  Police  (4^.  in  the  £  on  the  rateable 

value)       589,619    o    o 

Metropolitan  Police  Superannuation  (London's  pro- 
portion)             110,524    o    o 

Grants  out  of  the  London  Exchequer  Contribution 
Account ,  viz. : 

Salaries  of  Teachers  in  Poor  Law  Schools  ; 
School  Fees  of  Pauper  children ;  amount 
of  Government  grant  paid  in  1888 — 9  for 
Registrars  of  Births  and  Deaths ;  45.  per 
head  per  week  for  each  Pauper  Lunatic ; 
half  cost  of  Poor  Law  Medical  officers  and 
of  Drugs  ;  is.  for  every  successful  Vaccina- 
tion half  salaries  of  Medical  officers  of  health 
and  of  Inspectors  of  nuisances ;  Technical 
Education  TOTAL  471,184  o  4 


, 172,619     o     o 
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METROPOLITAN    COMMON    POOR   FUND. 


EXPENDITURE    FOR    YEAR    ENDING    25x11    MARCH,  1903 
(from  report  of  Local  Government  Board  for  1903 — 4). 

£  «•   d. 

Paupers. — Maintenance  of  indoor  paupers         ...      311,392  o    o 

„            pauper  children        ...      206,030  o    o 

„            insane  poor 382,635  o     o 

School  fees  for  out-door   pauper  children, 
vagrants,  and  expenses  under  Houseless 

Poor  Acts 27,235  o    o 


927,292     o     o 

Medical  Relief. — Medicines  and  medical  and  sur- 
gical appliances  26,437  o  o 

Paid  Officers. — Salaries,  rations  and  compensation 

for  loss  of  office  487,159  o  o 


Total. — For    purposes    immediately    connected 

with  the  relief  of  the  poor 1,440,888  o  o 

Registration  Fees     ...         ...         ...         ...         ...  10,713  o  o 

Vaccination  Fees  and  Expenses        ...         ...         ...  91,077  o  o 

Maintenance  of  Small  Pox,  Fever  and  Diphtheria 

Patients        ...         ...         ...         ...         ...  61,653  o  o 

Ambulance  Expenses  35,104  o  o 


TOTAL      ^1,639,435     o    o 
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EQUALISATION  OF  LONDON  LOCAL  TAXATION  IN  YEAR 
igoi — 2  (from  "  London  Statistics,"  vol.  XV.,  p.  393). 

Col.  1. — Net  expenditure  falling  on  rates  and  taxes  incurred  by 
the  various  local  authorities  for  services  administered  by 
them  respectively. 

Col.  2. — Amount  remaining  to  be  met  by  rates  after  deducting 
receipts  in  aid  from  the  Exchequer  grants  described  in 
Chap.  I.  and  from  the  Education  grants,  and  after  allowing 
for  the  effect  of  the  various  London  Equalisation  Funds 

described  in  Chap.   II. 

Col.  7.  Col.  2. 

London  County  Council :                                        £  £ 

General  County  account       2,024,214!  2,051, 22o2 

Special  County  account        ...         ...      362,764  351*998 

Equalisation  Fund  under  Act  of  1894        993>933 

London  School  Board      3,105,116  2,292,536 

Metropolitan  Asylums  Board      764,729  694,763 

Metropolitan  Police  (London's  proportion)  1,390,947  703,422 

Common  Poor  Fund         ...         ...         ...          1*424  i5553}82o 

City     Corporation      and      Metropolitan 

Borough  Councils      3,847,476  2,814,514 

Guardians,  Managers  of  School  Districts 

and     Sick    Asylum    Districts,    and 

City  Overseers            3*348,909  1,323,116 


TOTAL  ...         ^14,845,579  £"12,779,322 


1  Including  technical  education. 

Including  fixed  indoor  pauper  grant   to   guardians  (amounting  to 
.£327,000),  &c. 
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